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the  Government  shall  be  limited  to  the 
movement  of  such  potatoes  to  the  nearest 
port.  Any  such  agency  or  Institution  desir¬ 
ing  to  acquire- svirplus  potatoes  shall  make 
application  to  the  Becretary  of  Agriculture. 

§  403.102  Administration.  The  Pro¬ 
duction  and  Marketing  Administration, 
hereinafter  referred  to  as  PMA  (CCC), 
of  tlie  United  States  Department  of 
Agriculture  will  be  responsible  for  ad¬ 
ministration  of  section  3  program  oper¬ 
ations  under  the  direction  and 
supervision  of  the  President,  CCC. 

§  M3.103  General  conditions.  The 
terms  and  conditions  under  which  Irish 
potatoes  of  the  1949  crop  are  available 
for  donation  under  this  part  shall  be  the 
same  as  the  terms  and  conditions  pre¬ 
scribed  for  donation  of  food  commodities 
under  section  416  of  the  Agricultural  Act 
of  1949  ( 15  F.  R.  193) ,  except  as  otherwise 
provided  herein. 

§  403.104  Payment  of  transportation 
and  handling  costs.  CCC  will  pay  trans¬ 
portation  and  handling  costs  on  1949 
crop  Irish  potatoes  donated  to  eligible 
organizations  specified  under  S§  403.105 
and  403.106  to  the  extent  that  pasonent 
of  such  costs  will  not  interfere  with 
the  distribution  of  1950  crop  Irish  pota¬ 
toes  acquired  under  the  price  support 
program  and  are  not  considered  to  be 
excessive  as  determined  by  the  Presi¬ 
dent,  CCC.  In  the  case  of  donations  to 
domestic  eligible  organizations  as  spec¬ 
ified  in  S  403.105  delivery  will  be  made 
f .  o.  b.  rail  cars  or  trucks  at  delivery  point 
named  in  the  order  accepted  by  PMA 
(CCC).  When  transportation  and  han¬ 
dling  costs  are  paid  by  CCC,  delivery 
will  not  be  made  in  less  than  rail  car 
or.  truck  lots.  In  addition,  in  the  case 
of  donations  to  private  or  international 
non-profit  welfare  organizations  for  the 
assistance  of  needy  persons  outside  the 
United  States,  the  transportation  and 
handling. costs  assumed  by  CCC  shall 
not  exceed  the  transportation  and  han¬ 
dling  costs  involved  in  the  movement 
of  such  potatoes  to  the  port  nearest  to 
area  where  1949  crop  potatoes  are  being 
acquired  or  held  by  CCC. 

§  403.105  Domestic  eligible  organiza¬ 
tions.  Eligible  organizations  authorized 
to  receive  1949  crop  Irish  potatoes  under 
this  part  shall  include,  in  addition  to 
those  organizations  named*  in  §  401.105 
of  this  chapter  covering  food  disposals 
(Continued  on  p.  2309) 
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§  403.101  Basis  and  scope.  This  part 
annoimces  the  policies  of  the  Secretary 
of  Agriculture  and  the  Commodity  Credit 
Corporation,  hereinafter  referred  to  as 
“CCC,”  with  respect  to  donations  of  1949 
crop  Irish  potatoes  imder  section  3  of 
Public  Law  No.  471,  81st  Congress.  Sec¬ 
tion  3  reads  as  follows: 

8bc.  3.  Notwithstanding  any  other  provi¬ 
sion  of  law.  Irish  potatoes  acquired  imder 
the  1949  price  support  program  shaU,  if  the 
Secretary  of  Agriculture  determines  such 
action  necessary  to  prevent  their  loss  through 
destruction,  deterioration,  or  spoilage  before 
they  can  be  disposed  of  more  advantage¬ 
ously  than  as  herein  provided,  be  made 
available  under  such  terms  and  conditions 
as  he  deems  appropriate  and  in  the  public 
interest  (including  the  pa3nnent  of  transpor¬ 
tation  and  handling  costs  to  the  extent  nec¬ 
essary  to  effectuate  the  purposes  of  this 
section)  to  school  lunch  programs,  the 
Bureau  of  Indian  Affairs,  Federal,  State,  or 
local  public  welfare  organi^tions,  private  or 
international  non-proflt  welfare  organiza¬ 
tions,  penal  institutions,  and  non-profit  hos¬ 
pitals;  except  that,  in  the  case  of  dlsixieition 
to  private  or  international  non-profit  welfare 
organizations  for  the  assistance  of  needy 
persons  outside  the  United  States,  the  trans¬ 
portation  and  handling  costs  to  be  borne  by 
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under  section  416  of  the  Agricultural 
Act  of  1949' (15  P.  R.  193),  penal  insti¬ 
tutions  and  non-profit  hospitals.  The 
terms  and  conditions  of  such  donations 
will  be  the  same  as  those  provided  in 
§§401.103  and  401.105  of  this  chapter 
except  as  otherwise  provided  in  this  part. 
Penal  institutions  shall  be  required  to 
certify  that  such  potatoes  will  be  used 
to  feed  inmates  only. 

§  403.106  Eligible  organizations  cn- 
gaged  in  foreign  relief.  Eligible  organi¬ 
zations  authorized  to  receive  1949  crop 
Irish  potatoes  under  this  part  shall  in¬ 
clude,  in  addition  to  private  welfare 
organizations  as  specified  in  §  401.106  of 
this  chapter  covering  food  disposals 
under  section  416  (15  P.  R.  193),  inter¬ 
national  governmental  non-profit  wel¬ 
fare  organizations  in  which  the  United 
States  is  a  participant.  The  terms  and 
conditions  governing  disposals  to  such 
international  governmental  non-profit 
welfare  organizations,  rather  than  being 
those  specified  in  §  401.106  of  this  chap¬ 
ter,  shall  be  such  terms  and  conditions  as 
may  be  negotiated  by  the  President,  CCC, 
with  such  international  governmental  • 
non-profit  welfare  organizations.  Such 
terms  and  conditions  shall  not  permit 
the  assumption  by  CCC  of  transporta-  • 
tion  and  handling  costs  in  excess  of  those 
required  for  the  movement  of  1949  crop 
Irish  potatoes  to  the  port  nearest  to  the 
area  where  such  i)otatoes%re  being  ac¬ 
quired  or  held  by  CCC.  Apy  organiza¬ 
tion  interested  in  applying  for  1949  crop 
potatoes  under  this  section  should  com¬ 
municate  with  the  Director,  Price  Sup¬ 
port  and  Poreign  Supply  Branch,  PMA 
(CCC),  USDA,  Washington  25,  D.  C. 

§  403.107  Effective  date.  This  part^ 
shall  become  effective  April  7,  1950,  and^ 
shall  remain  in  effect  only  during  the 
period  of  the  1949  potato  support  pro¬ 
gram. 

Issued:  April  21,  1950. 

[seal]  Prank  K.  Woolley, 

Acting  President,  CCC,  and 
Acting  Administrator,  PMA. 

Approved:  April  21,  1950. 

^K.  T.  Hutchinson, 

Acting  Secretary  oU  Agriculture. 

[F.  B.  Doc.  50-3513;  Filed,  Apr.  25,  1950; 

8:47  a.  m.] 


TIRE  15— COMMERCE  AND 
FOREIGN  TRADE 

Chapter  II — National  Bureau  of 

Standards,  Department  of  Com¬ 
merce 

Part  204 — Atomic  and  Molecular 
Physics 

Part  215 — Optics 

self-luminous  materials;  photometric 

MEASUREMENTS  AND  TESTS 

In  accordance  with  the  provisions  of 
section  4  (a)  and  (c)  of  the  Administra¬ 
tive  Procedure  Act,  it  has  been  found 
that  notice  and  hearing  on  these  sched¬ 
ules  of  fees  are  unnecessary  for  the  rea¬ 
son  that  such  procedure,  because  of  the 
nature  of  these  rules,  serve  no  useful 
purpose. 

1.  Section  204.405  Luminosity  of 
self-luminous  materials  (15  CPR,  Part 
204)  is  deleted. 

2.  Section  215.503  Miscellaneous 
photometric  measurements  and  tests  (15 
CPR,  Part  215)  is  hereby  amended  by^ 
the  addition  of  items  215.503  n  and  o,* 
to  read  as  follows: 

§  215.503  Miscellaneous  photometric 
measurements  and  tests. 


Item 

Description 

Fee 

216.503n 

Measurement  of  luminance  (photo- 

metric  brightness)  of  luminescent 
materials  (phosphorescent  and  self- 
luminous)  in  suitable  form.  One 
sample . . . . . . 

$16.00 

216.6030 

Same,  each  additional  value  on  the 

same  or  similar  sample  (for  example, 
each  additional  point  on  the  decay 
curve  of  a  phosphorescent  material). 
Each  point,  each  sample . . . 

1.00 

(Sec.  9,  31  Stat.  1450,  as  amended;  15  U.  S.  C. 
277.  Interprets  or  applies  sec.  8,  31  Stat. 
1450,  as  amended;  15  U.  S.  C.  276) 


[SEAL]  E.  U.  Condon, 

Director, 

National  Bureau  of  Standards. 
Approved: 

C.  V.  Whitney, 

Acting  Secretary  of  Commerce. 

[P.  R.  Doc.  50-3516;  Piled,  Apr.  25,  1C50; 
8:48  a.  m.] 

TITLE  24— HOUSING  AND 
HOUSING  CREDIT 

Chapter  I — Home  Loan  Bank  Board, 
Housing  and  Home  Finance  Agency 

Subchapter  C — Federal  Savings  and  Loan  System 
Part  145 — Operations 

TERMS  FOR  CONSTRUCTION  LOANS 

April  20,  1950. 

Resolved,  That  pursuant  to  Part  108  of 
the  general  regulations  of  the  Home 
Loan  Bank  Board  (24  CPR,  Part  108)  and 
S  142.1  of  the  rules  and  regulations  for 
the  Pederal  Savings  and  Loan  System 
(24  CPR.  142.1),  notice  and  public  pro¬ 
cedure  having  been  duly  afforded  (15 
F.  R.  1521)  §  145.6  of  the  rules  and  regu¬ 
lations  for  the  Pederal  Savings  and  Loan 
System  (24  CPR  145.6)  is  hereby 
amended,  as  hereinafter  set  forth,  effec¬ 
tive  May  26.  1950. 
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1.  Section  145.6-1  (a)  (3)  is  amended 
to  read  as  follows: 

§  145.6-1  Lending  powers  under  sec¬ 
tions  13  and  14  of  Charter  K.  *  *  * 

(a)  Homes  or  combination  of  hemes 
and  business  property.  •  •  • 

(3)  Loans  without  full  amortization. 
Loans  of  any  type  that  such  an  associa¬ 
tion  may  make  on  a  monthly  installment 
basis  may  also  be  made  without  full 
amortization  of  principal:  Provided, 
That  except  for  insured  or  guaranteed 
loans,  interest  shall  be  payable  at  least 
semi-annually  and  any  such  loan  may  be 
made  for  an  amount  not  in  excess  of  50 
percent  of  the  value  and  for  a  term  of 
not  more  than  5  years;  And  provided 
further.  That,  if  the  members  have  au¬ 
thorized  loans  to  be  made  without  full 
amortization  up  to  such  higher  percent¬ 
age,  such  loans  may  be  made  for  an 
amount  not  in  excess  of  60  percent  of  the 
value  and  for  a  term  of  not  more  than  3 
years:  And  provided  further.  That,  if  the 
members  have  authorized  loans  to  be 
made  without  full  amortization  up  to 
such  higher  percentage,  such  loans,  if 
made  for  the  purpose  of  construction, 
may  be  made  for  an  amount  not  in  ex¬ 
cess  of  80  percent  of  the  value  and  for  a 
term  of  not  more  than  one  year. 

2.  Section  145.6-12  is  amended  to  read 
as  follows: 

§  145.6-12  Loan  payments.  Pay¬ 
ments  on  the  principal  indebtedness  of 
all  loans  on  real  estate  security  shall 
applied  direct  to  the  reduction  of  such 
indebtedness.  Pasunents  on  all  monthly 
installment  loans,  other  than  construc¬ 
tion  loans,  insured  loans,  and  guaranteed 
loans,  shall  begin  not  later  than  sixty 
days  after  the  advance  of  the  loan;  in¬ 
sured  loans  and  guaranteed  loans  may  be 
repayable  upon  terms  acceptable  to  the 
insuring  or  guaranteeing  agency  and  the 
Board  hereby  approves  for  use  by  any 
Pederal  association  a  loan  plan  wherein 
payments  on  any  construction  loans  that 
such  association  may  otherwise  make 
under  §§  145.6  to  145.6-13  shall  begin  not 
later  than  12  months  after  the  date  of 
the  first  advance.  The  Board  hereby 
approves  for  use  by  any  Pederal  associa¬ 
tion,  except  Pederal  associations  that 
have  Charter  E,  a  loan  plan  wherein 
the  association  may  require  the  payment 
of  not  more  than  six  months’  advance  in¬ 
terest  on  the  amount  of  any  prepayment 
on  a  loan  when  the  aggregate  amount  of 
such  prepayments  in  any  one  year  equals 
•or  exceeds  twenty  percent  of  the  original 
principal  amount  of  the  loan:  Provided, 
That  the  loan  contract  makes  express 
provision  therefor. 

Resolved  further.  That  the  foregoing 
amendments  are  adopted  to  facilitate 
the  construction  of  homes  by  adjuscing 
the  terms  on  which  construction  loans 
may  be  made. 

(Sec.  5,  48  Stat.*  132;  12  U.  S.  C.  1464,  Reorg. 
Plan  No.  3  of  1947,  61  Stat.  954,  5  U.  S.  C. 
133y-16) 

By  the  Home  Loan  Bank  Board. 

H.  Caulsen, 
Assistant  Secretary. 

[F.  R.  Doc.  50-3517;  Filed,  Apr.  25,  1950; 

8:48  a.  m.] 
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RULES  AND  REGULATIONS 


Chapter  II — Federal  Housing  Ad¬ 
ministration,  Housing  and  Home 

Finance  Agency 

Subchapler  B — Property  Improvement  Loans 

Part  201 — Class  1  and  Class  2  Property 
Improvement  Loans 

MISCELLANEOUS  AMENDMENTS 

Part  201  of  the  “Regulations  of  the 
Federal  Housing  Commissioner  Govern¬ 
ing  Pioperty  Improvement  Loans  effec¬ 
tive  July  1,  1947,”  as  amended,  is  further 
amended  as  hereinafter  provided. 

1.  Section  201.8  (a)  (1)  is  amended 
by  striking  out  the  last  sentence  thereof. 

2.  Section  201.8  (a)  (4)  is  amended  to 
read  as  follows: 

(4)  Description  of  improvements. 
Obtain  a  copy  of  the  contract  or  sales 
agreement,  signed  by  the  borrower  and 
the  dealer,  describing  the  type  and  extent 
of  improvements  to  be  made  and  the 
material  to  be  used.  Such  contract  or 
sales  agreement  shall  be  of  a  type  regu¬ 
larly  used  by  the  dealer  in  his  business. 
The  signatures  appearing  on  the  copy  of 
the  contract  or  sales  agreement  may  be 
a  carbon  imprint  of  the  signatures 
appearing  on  the  original. 

3.  Section  201.8  (a)  is  amended  by 
adding  a  new  subparagraph  (5)  to  read 
as  follows: 

(5)  Dealer  defined.  For  the  purpose 
of  this  paragraph  the  term  “dealer” 
means  the  one  who  executed  the  Dealer’s 
Completion  Certificate. 

4.  Section  201.9  (a)  is  amended  to  read 
as  follows: 

§  201.9  Refinancing — (a)  General  re¬ 
quirements.  New  obligations  to  liq¬ 
uidate  loans  previously  reported  for 
insurance  pursuant  to  Title  I  of  the  act 
after  July  1,  1947,  which  may  or  may  not 
include  an  additional  amount  advanced 
will  be  covered  by  insurance,  if  they  meet 
the  requirements  of  all  applicable  regu¬ 
lations  and  the  special  provisions  of  this 
section:  Provided,  That  after  March  1, 
1950,  no  additional  amount  shall  be  ad¬ 
vanced  with  respect  to  any  such  new 
obligations  which  are  for  the  purpose  of 
liquidating  loans  made  prior  to  March 
I,  1950:  Provided  further.  That  obliga¬ 
tions  which  are  for  the  purpose  of  liq¬ 
uidating  loans  made  prior  to  March  1, 
1950,  shall  not  be  consolidated  with  ob¬ 
ligations  representing  loans  made  after 
March  1.  1950. 

5.  Section  201.11  (h)  Is  amended  to 
read  as  follows: 

(h)  Election  of  action.  Where  a  real 
estate  mortgage,  deed  of  trust,  condi¬ 
tional  sales  contract,  chattel  mortgage, 
mechanic’s  lien,  or  any  other  security 
device  has  been  used  to  secure  the  pay¬ 
ment  of  a  loan  made  under  the  provi¬ 
sions  of  Title  I  of  the  act,  the  insured 
may  not,  except  with  the  approval  of  the 
Commissioner,  both  proceed  against  such 
security  and  also  make  claim  under  its 
Contract  of  Insurance,  but  shall  elect 
which  method  it  desires  to  pursue. 

6.  Section  201.12  is  amended  to  read  as 
follows: 


(a)  Legal  limit.  *  Subject  to  the  lim¬ 
itation  on  the  Commissioner’s  authority 
to  insure  as  stipulated  in  section  2  of 
Title  I  of  the  act,  the  Commissioner,  pur¬ 
suant  to  the  provisions  of  §  201.11,  will 
reimburse  any  insured  for  losses  sus¬ 
tained  by  It  In  accordance  with  the  gen¬ 
eral  insurance  reserves  provisions  of 
paragraph  (b)  of  this  section. 

(b)  General  insurance  reserves. 
There  shall  be  established  for  each  in¬ 
sured  two  separate  insurance  reserves, 
one  to  be  known  as  the  “1947  reserve” 
and  the  other  to  be  known  as  the  “1950 
reserve.”  Elach  reserve  shall  be  available 
for  the  payment  of  losses  sustained  in 
connection  with  loans  made  during  the 
period  in  which  the  reserve  is  created. 

(c)  1947  reserve.  The  1947  reserve 
shall  equal  10  percent  of  the  aggregate 
amount  advanced  on  all  eligible  loans 
originated  by  an  insured  pursuant  to  the 
provisions  of  both  Part  201  and  Part  202 
of  this  subchapter  on  and  after  July  1, 
1947,  and  prior  to  March  1,  1950,  less  the 
amount  of  all  claims  approved  for  pay¬ 
ment  by  the  Commissioner  in  connection 
with  such  loans. 

(d)  1950  reserve.  The  1950  reserve 
shall  equal  10  percent  of  the  aggregate 
amount  advanced  on  all  eligible  loans 
originated  by  an  insured  pursuant  to  the 
provisions  of  this  part  on  and  after 
March  1,  1950,  and  prior  to  July  1,  1955, 
less  the  amount  of  all  claims  approved 
for  payment  by  the  Commissioner  in 
connection  with  such  loans  and  less  the 
amount  of  the  adjustment  or  adjust¬ 
ments,  if  any,  made  pursuant  to  para¬ 
graph  (e)  of  this  section. 

(e)  Adjustment  of  1950  reserve.  The 
amount  of  the  1950  insurance  reserve  to 
the  credit  of  each  insured  shall  be  ad¬ 
justed  on  January  1,  1953,  and  on  the 
first  day  of  each  semiannual  period 
thereafter  by  deducting  therefrom  an 
amount  equivalent  to  one-fifth  (Vs)  of 
the  amount  of  such  Insurance  reserve 
on  the  records  of  the  Commissioner  as 
of  the  date  of  such  adjustment:  Pro¬ 
vided,  That  no  such  adjustment  shall  be 
made  in  the  insurance  reserve  of  any 
financial  institution  until  the  first  day 
of  January  or  the  first  day  of  July  next 
following  the  expiration  of  a  period  of 
thirty  months  after  the  issuance  of  a 
Contract  of  Insurance  to  such  institu¬ 
tion  by  the  Commissioner,  and  no  such 
adjustment  shall  be  made  in  the  insur¬ 
ance  reserve  of  any  financial  institution 
after  the  termination  of  the  Contract  of 
Insurance  issued  to  such  institution  by 
the  Commissioner,  or  after  the  termina¬ 
tion  of  the  Commissioner’s  authority  to 
insure  against  losses  pursuant  to  section 
2  of  Title  I  of  the  National  Housing  Act. 

(f )  Transfer  of  loans  reported  for  in¬ 
surance.  The  insured  shall  not  assign  or 
otherwise  transfer  any  loan  reported  for 
insurance  to  a  transferee  not  holding  a 
Conti  act  of  Insurance  under  Title  I  of 
the  National  Housing  Act:  Provided,  That 
nothing  cqntained  herein  shall  be  con¬ 
strued  to  prevent  the  pledging  of  such 
loans  as  collateral  security  under  a  trust 
agreement,  or  otherwise,  in  connection 
with  a  bona  fide  loan  transaction. 

(g)  Transfer  of  insuraiife  reserve.  In¬ 
surance  reserve  of  more  than  $5,000  shall 
not  be  transferred  to  or  from  the  reserve 
account  of  any  insured  during  any  fiscal 


year  (July  1  through  June  30)  without 
the  prior  approval  of  the  Commissioner. 
Except  in  cases  involving  the  transfer  of 
loans  sold  with  recourse  or  under  a  guar¬ 
anty,  guarantee,  or  repurchase  agree¬ 
ment,  the  reports  required  by  §  201.10 
shall  be  submitted,  indicating  the  intent 
of  the  parties  with  respect  to  the  transfer 
of  insurance  reserve;  and,  unless  the 
approval  of  the  Commissioner  is  ob¬ 
tained,  the  insurance  reserve  shall  be 
transferred  as  follow’s: 

(1)  In  cases  involving  the  transfer  of 
notes  purchased  without  recourse,  guar¬ 
anty,  guarantee,  or  repurchase  agree¬ 
ment,  provided  no  installment  payment 
is  past  due  more  than  one  calendar 
month  at  the  time  of  purchase,  1947 
reserve  shall  be  transferred  to  the  1947 
reserve  of  the  purchasing  institution,  and 
1950  reserve  shall  be  transferred  to  the 
1950  reserve  of  the  purchasing  institu¬ 
tion,  on  the  basis  of  10  percent  of  the 
actual  purchase  price  or  net  unpaid 
original  advance,  whichever  is  the  lesser. 

(2)  In  cases  involving  the  transfer  of 
notes  sold  with  recourse  or  under  a  guar¬ 
anty,  guarantee,  or  repurchase  agree¬ 
ment,  no  insurance  reserve  will  be  trans¬ 
ferred  and  no  reports  will  be  required. 

(h)  FHA  recovery  shall  not  affect  re¬ 
serve.  Amounts  w’hich  may  be  salvaged 
by  the  Commissioner  with  respect  to  a 
loan  in  connection  with  which  an  in¬ 
sured  has  been  reimbursed  under  its 
Contract  of  Insurance  shall  not  be  added 
to  the  insurance  reserve  remaining  to 
the  credit  of  such  insured. 

The  amendments  contained  herein 
are  effective  as  to  all  loans  made  on  or 
after  March  1,  1950,  with  the  exception 
of  the  amendment  to  §  201.8  (a)  (4) 
w^hich  shall  be  effective  as  to  all  loans 
made  on  or  after  July  1,  1950,  and  shall 
have  the  same  force  and  effect  as  if  in¬ 
cluded  in  and  made  a  part  of  each  Con¬ 
tract  of  Insurance. 

(Sec.  2,  48  Stat.  1246,* as  amended;  12  U.  S.  C. 
and  Sup.,  1703) 

Issued  at  Washington,  D.  C.,  April 
20th,  1950. 

Franklin  D.  Richards, 
Federal  Housing  Commissioner. 

IF.  R.  Doc.  50-3523;  Filed,  Apr.  25,  1950; 

8:49  a.  m.] 


Part  203 — Title  I  Mortgage  Insurance; 
Eligibility  Requirements 

APPROVAL  OF  MORTGAGEES 

Sec. 

203.1  Mortgagees  approved;  §§221.1  to 

221.8  applicable. 

APPLICATION  AND  COMMITMENT 

203.2  Submission  of  application. 

203.3  Form  of  application. 

203.4  Fee  to  accompany  application. 

203.5  Approval  of  application. 

ELIGIBLE  MORTGAGES 

203.6  Form,  lien. 

203.7  Maximum  amount  of  mortgage. 

203.8  Payments  and  maturity  dates. 

203.9  Rate  of  Interest. 

203.10  Amortization  provisions. 

203.11  Payment  of  insurance  premiums. 

203.12  Mortgagor’s  payments  to  Include 

other  charges. 

203.13  Mortgagee’s  application  of  payments. 
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Sec. 

203.14  Late  charge. 

203.15  Mortgagor’s  payments  when  mort¬ 

gage  is  executed. 

203.16  Service  charge. 

203.17  Approval  of  other  charges. 

203.18  Project  must  represent  an  acceptable 

risk. 

203.19  Mortgage  covenant  regarding  racial 

restrictions. 

203.20  Eligible  mortgages  in  Alaska. 

ELIGIBLE  MORTGAGORS 

203.21  Mortgage  must  be  only  Hen  upon 

property. 

203.22  Relationship  of  Income  to  mortgage 

payments. 

203.23  Credit  standing  of  mortgagor. 

203.24  Certificate  of  mortgagor  regarding 

racial  restrictions. 

ELIGIBLE  PROPERTIES 

203.25  Nature  of  title  to  the  realty, 

203.26  Dwelling  unit  located  on  property. 

203.27  Standards  for  buildings. 

203.28  Location  of  property. 

203.29  Racial  restrictions  on  property. 

EFFECTIVE  DATE 

203.30  Effective  date. 

Authority:  ]§  203.1  to  203.30  issued  under 
sec.  2,  48  Stat.  1246,  as  amended:  12  U.  S.  C. 
and  Sup.,  1703g.  Interpret  or  apply  sec.  102, 
Pub.  Law  475,  81st  Cong. 

APPROVAL  OF  MORTGAGEES 

§  203.1  Mortgagees  approved; 
§§  221.1  to  221.8  applicable.  All  mort¬ 
gagees  approved  under  section  203  (b)  of 
the  National  Housing  Act  are  hereby  ap¬ 
proved  as  mortgagees  with  respect  to 
mortgages  insured  under  section  8  of 
Title  I.  All  of  the  provisions  of  §§221.1 
to  221.8  of  Part  221  of  Subchapter  C, 
Chapter  II,  Title  24.  Code  of  Federal 
Regulations  and  any  amendments  there¬ 
to  are  hereby  adopted  as  applicable  to 
mortgages  insured  under  section  8  of 
Title  I  of  the  National  Housing  Act. 

APPLICATION  AND  COMMITMENT 

§  203.2  Submission  of  application. 
Any  approved  mortgagee  may  submit  an 
application  for  insurance  of  a  mortgage 
about  to  be  executed,  or  of  a  mortgage 
already  executed. 

§  203.3  Form  of  application.  The  ap¬ 
plication  must  be  made  upon  a  standard 
form  prescribed  by  the  Commissioner. 

§  203.4  Fee  to  accompany  applica- 
tion — (a)  Existing  construction.  Appli¬ 
cations  filed  for  a  firm  or  a  conditional 
commitment  with  respect  to  existing 
construction  must  be  accompanied  by 
the  mortgagee’s  check  for  the  sum  of 
twenty  dollars  ($20.00)  to  cover  the  cost 
of  processing  by  the  Commissioner.  If 
an  application  is  refused  as  a  result  of 
preliminary  examination  by  the  Com¬ 
missioner,  the  entire  fee  will  be  returned 
to  the  applicant,  but  no  portion  of  the 
fee  will  be  returned  after  further  work 
has  been  performed  following  the  pre¬ 
liminary  examination. 

(b)  Proposed  construction.  Applica¬ 
tions  filed  for  a  firm  or  a  conditional 
commitment  with  respect  to  proposed 
construction  must  be  accompanied  by 
the  mortgagee’s  check  for  the  sum  of 
forty-five  dollars  ($45.00)  to  cover  the 
cost  of  processing  by  the  Commissioner. 
If  an  application  is  refused  as  a  result 
of  preLminary  examination  by  the  Com¬ 


missioner,  the  entire  fee  will  be  returned 
to  the  applicant,  but  no  portion  of  the 
fee  will  be  returned  after  further  work 
has  been  performed  following  the  pre¬ 
liminary  examination  unless  the  appli¬ 
cation  is  rejected  by  the  Commissioner 
or  the  mortgage  which  is  the  subject  of 
the  application  ic  endorsed  for  insurance 
by  the  Commisisoner,  in  either  of  which 
cases  twenty  dollars  ($20.00)  will  be  re¬ 
tained  by  the  Commissioner  and  the  bal¬ 
ance  of  such  fee  will  be  returned  to  the 
applicant. 

§  203.5  Approval  of  application.  Upon 
approval  of  an  application,  acceptance 
of  the  mortgage  for  insurance  will  be 
evidenced  by  the  issuance  of  a  commit¬ 
ment  setting  forth,  upon  a  form  pre¬ 
scribed  by  the  Commissioner,  the  terms 
and  conditions  upon  which  the  mortgage 
will  be  Insured. 

ELIGIBLE  MORTGAGES 

§  203.6  Form,  lien.  The  mortgage 
must  be  executed  upon  a  form  approved 
by  the  Commissioner  for  use  in  the  juris¬ 
diction  in  which  the  property  covered  by 
the  mortgage  is  situated,  by  a  mortgagor 
with  the  qualifications  hereinafter  set 
for  in  §§  203.21  to  203.24,  must  be  a  first 
lien  upon  property  that  conforms  with 
the  property  standards  prescribed  by  the 
Commissioner,  and  the  entire  principal 
amount  of  the  mortgage  must  have  been 
disbursed  to  the  mortgagor,  or  to  his 
creditors  for  his  account  and  with  his 
consent. 

§  203.7  Maximum  amount  of  mort¬ 
gage.  The  mortgage  should  involve  a 
principal  obligation  in  an  amount  of 
fifty  dollars  ($50.00)  or  multiples  thereof 
and  must  not  exceed  four  thousand  seven 
hundred  fifty  dollars  ($4,750.00),  except 
that  the  Commissioner  may  increase  this 
amount  to  not  to  exceed  five  thousand 
six  hundred  dollars  ($5,600.00)  in  any 
geographical  area  where  he  finds  that 
cost  levels  so  require,  and  must  not  ex¬ 
ceed  95  percent  of  the  appraised  value 
as  of  the  date  the  mortgage  is  accepted 
for  insurance,  of  a  property,  urban,  sub¬ 
urban,  or  rural  upon  which  there  is 
located  a  dwelling  designed  principally 
for  a  single-family  residence,  the  con¬ 
struction  of  which  is  begun  after  April 
20, 1950,  and  which  is  approved  for  mort¬ 
gage  insurance  prior  to  the  beginning  of 
construction:  Provided,  That  the  mort¬ 
gagor  shall  be  the  owner  and  occupant 
of  the  property  at  the  time  of  insurance 
and  shall  have  paid  on  account  of  the 
property  at  least  5  percent  of  the  ap¬ 
praised  value  in  cash  or  its  equivalent, 
or  shall  be  the  builder  constructing  the 
dwelling,  in  which  case  the  principal 
obligation  shall  not  exceed  four  thousand 
two  hundred  fifty  dollars  ($4,250.00), 
except  that  the  Commissioner  may  in¬ 
crease  this  amount  to  not  to  exceed  five 
thousand  dollars  ($5,000.00)  in  any  geo¬ 
graphical  area  where  he  finds  that  cost 
levels  so  require,  and  shall  not  exceed 
85  percent  of  the  appraised  value  of  the 
property. 

§  203.8  Payments  and  maturity  dates. 
The  mortgage  should  come  due  on  the 
first  of  a  month  and  must  have  a  ma¬ 
turity  satisfactory  to  the  Commissioner, 
not  to  be  less  than  four  (4)  nor  more 
than  thirty  (30)  years  from  the  date  of 


Insurance.  The  amortization  period 
should  be  either,  10,  15,  20,  25  or  30  years 
by  providing  for  either  120,  180,  240,  300 
or  360  monthly  amortization  payments. 

§  203.9  Rate  of  interest.  The  mort¬ 
gage  may  bear  interest  at  such  rate  as 
may  be  agreed  upon  between  the  mort¬ 
gagee  and  the  mortgagor  but  in  no  case 
shall  such  interest  rate  be  in  excess  of 
4^4  percent  per  annum.  Interest  shall 
be  payable  in  monthly  installments  on 
the  principal  then  outstanding. 

§  203.10  Amortization  provisions.  The 
mortgage  must  cbntain  complete  amor¬ 
tization  provisions  satisfactory  to  the 
Commissioner,  requiring  monthly  pay¬ 
ments  by  the  mortgagor  not  in  excess  of 
his  reasonable  ability  to  p£\y  as  deter¬ 
mined  by  the  Commissioner.  The  sum 
of  the  principal  and  interest  payments 
in  each  month  shall  be  substantially  the 
same. 

I  203.11  Payment  of  insurance  premi¬ 
ums.  The  mortgage  may  provide  for 
monthly  payments  by  the  mortgagor  to 
the  mortgagee  of  an  amount  equal  to 
one-twelfth  of  the  annual  mortgage 
insurance  premium  payable  by  the  mort¬ 
gagee  to  the  Commissioner.  Such  pay¬ 
ments  shall  continue  only  so  long  as  the 
contract  of  insurance  shall  remain  in 
effect.  The  mortgage  should  provide 
that  upon  the  payment  of  the  mortgage 
before  maturity,  the  mortgagor  shall  pay 
the  adjusted  premium  charge  referred 
to  in  §  204.4  of  this  chapter,  but  shall  not 
provide  for  the  payment  of  any  further 
charge  on  account  of  such  prepayment. 

§  203.12  Mortgagor’s  payments  to  in¬ 
clude  other  charges.  The  mortgage  shall 
provide  for  such  equal  monthly  pay¬ 
ments  by  the  mortgagor  to  the  mortgagee 
as  will  amortize  the  ground  rents,  if  any, 
and  the  estimated  amount  of  all  taxes, 
special  assessments,  if  any,  and  fire  and 
other  hazard  insurance  premiums,  within 
a  period  ending  one  month  prior  to  the 
dates  on  which  the  same  become  delin¬ 
quent.  The  mortgagee  shall  further  pro¬ 
vide  that  such  payments  shall  be  held 
by  the  mortgagee  in  a  manner  satis¬ 
factory  to  the  Commissioner,  for  the  pur¬ 
pose  of  paying  such  ground  rents,  taxes, 
assessments,  and  insurance  premiums, 
before  the  same  become  delinquent,  for 
the  benefit  and  account  of  the  mortgagor. 
The  mortgage  must  al.so  make  provi.sion 
for  adjustments  in  case  the  estimated 
amount  of  such  taxes,  assessments,  and 
Insurance  premiums  shall  prove  to  be 
more,  or  less,  than  the  actual  amount 
thereof  so  paid  by  the  mortgagor. 

§  203.13  Mortgagee's  application  of 
payments,  (a)  All  monthly  payments 
to  be  made  by  the  mortgagor  to  the 
mortgagee  as  provided  in  §§  203.9  to 
203.12,  shall  be  added  together  and  the 
aggregate  amount  thereof  shall  be  paid 
by  the  mortgagor  each  month  in  a  single 
payment.  The  mortgagee  shall  apply 
the  same  to  the  following  Items  in  the 
order  set  forth: 

(1)  Premium  charges  under  the  con¬ 
tract  of  Insurance; 

(2)  Ground  rents,  taxes,  special  as¬ 
sessments,  and  fire  and  other  hazard 
Insurance  premiums; 
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(3)  Interest  on  the  mortgage;  and 

(4)  Amortization  of  the  principal  of 
the  mortgage. 

(b)  Any  deficiency  in  the  amount  of 
any  such  aggregate  monthly  payment 
shall,  unless  made  good  by  the  mortgagor 
prior  to,  or  on,  the  due  date  of  the  next 
such  payment,  constitute  an  event  of  de¬ 
fault  under  the  mortgage. 

§  203.14  Late  charge.  The  mortgage 
may  provide  for  a  charge  by  the  mort¬ 
gagee  of  a  “late  charge”  not  to  exceed  2 
cents  for  each  dollar  of  each  payment 
more  than  15  days  in  arrears,  to  cover 
the  extra  expense  involved  in  handling 
delinquent  payments. 

§  203.15  Mortgagor’s  payments  when 
mortgage  is  executed.  The  mortgagor 
must  pay  to  the  mortgagee,  upon  the 
execution  of  the  mortgage,  a  sum  that 
will  be  sufficient  to  pay  the  ground  rents, 
if  any,  and  the  estimated  taxes,  special 
asse.s.sments.  and  fire  and  other  hazard 
insurance  premiums  for  the  period  be¬ 
ginning  on  the  date  to  which  such 
ground  rents,  taxes,  assessments,  and 
insurance  premiums  were  last  paid  and 
ending  on  the  date  of  the  first  monthly 
payment  under  the  mortgage  and  may  be 
required  to  pay  a  further  sum  equal  to 
the  first  annual  mortgage  insurance  pre¬ 
mium,  plus  an  amount  sufficient  to  pay 
the  mortgage  insurance  premium  from 
the  date  of  closing  the  loan  to  the  date 
of  the  first  monthly  payment. 

§  203.16  Service  charge.  The  mort¬ 
gagee  may  charge  the  mortgagor  the 
amount  of  the  appraisal  fee  provided  for 
in  §  203.4  and  an  initial  service  charge 
to  reimburse  itself  for  the  cost  of  closing 
the  transaction.  Such  service  charge 
shall  not  exceed  1  percent  of  the  original 
principal  amount  of  the  mortgage  or  a 
charge  of  twenty  dollars  ($20.00) ,  which¬ 
ever  is  the  greater,  except  that  in  cases 
of  property  under  construction  or  to  be 
constructed  where  the  mortgagee  makes 
partial  disbursements  and  inspections  of 
the  property  during  the  progress  of  con¬ 
struction,  such  initial  service  charge  may 
be  in  an  amount  not  in  excess  of  2*2 
percent  of  the  original  principal  amount 
'Of  the  mortgage  or  a  charge  of  fifty  dol¬ 
lars  ($50.00),  whichever  is  the  greater. 

§  203.17  Approval  of  other  charges. 
In  addition  to  the  charges  hereinbefore 
mentioned,  the  mortgagee  may  collect 
from  the  mortgagor  only  recording  fees 
and  such  appraisal  fees  and  cost  of  title 
search  as  are  approved  by  the  Commis¬ 
sioner.  Nothing  in  this  section  and 
§  203.16  shall  be  construed  as  prohibiting 
the  mortgagor  from  dealing  through  a 
broker,  who  does  not  represent  the  mort¬ 
gagee.  if  he  prefers  to  do  so,  and  paying 
the  broker  such  compensation  as  is  satis¬ 
factory  to  the  mortgagor. 

§  203.18  Project  7nust  represent  an 
acceptable  risk.  The  mortgage  must  be 
executed  with  respect  to  a  project  which, 
in  the  opinion  of  the  Commissioner,  is 
an  acceptable  risk,  giving  consideration 
to  the  need  for  providing  for  adequate 
housing  for  families  of  low  and  moderate 
income,  particularly  in  suburban  and 
outlying  areas. 

§  203.19  Mortgage  covenant  regard¬ 
ing  racial  restrictions.  The  mortgage 


shall  contain  a  covenant  by  the  mort¬ 
gagor  that  until  the  mortgage  has  been 
paid  in  full,  or  the  contract  of  insurance 
otherwise  terminated,  he  will  not  execute 
or  file  for  record  any  instrument  which 
imposes  a  restriction  upon  the  sale  or 
occupancy  of  the  mortgaged  property  on 
the  basis  of  race,  color,  or  creed.  Such 
covenant  shall  be  binding  upon  the  mort¬ 
gagor  and  his  assigns  and  shall  provide 
that  upon  violation  thereof  the  mort¬ 
gagee  may,  at  its  option,  declare  the  un¬ 
paid  balance  of  the  mortgage  immedi¬ 
ately  due  and  payable. 

§  203.20  Eligible  mortgages  in  Alaska. 
(a)  The  Commissioner  may,  if  he  finds 
that  because  of  higher  costs  prevailing 
in  the  Territory  of  Alaska,  it  is  not  fea¬ 
sible  to  construct  dwellings  on  property 
located  in  Alaska  without  sacrifice  of 
sound  standards  of  construction,  design, 
and  livability,  within  the  limitations  as 
to  maximum  mortgage  amounts  provided 
in  §  203.7,  prescribe  by  regulation  or 
otherwise,  with  respect  to  dollar  amount, 
a  higher  maximum  for  the  principal  obli¬ 
gation  of  mortgages  covering  property 
located  in  Alaska,  in  such  amounts  as  he 
shall  find  necessary  to  compensate  for 
such  higher  costs  but  not  to  exceed,  in 
any  event,  the  maximum  otherwise  ap¬ 
plicable  by  more  than  one- third  (Va) 
thereof. 

(b)  Upon  application  by  a  mortgagee, 
where  the  Alaska  Housing  Authority  is 
the  mortgagor  or  mortgagee,  any  mort¬ 
gage  otherwise  eligible  for  insurance  un¬ 
der  Any  of  the  provisions  of  this  part, 
may  be  insured  without  regard  to  any 
requirement  contained  in  this  part  that 
the  mortgagor  (1)  be  the  owner  and  oc¬ 
cupant  of  ihe  property;  (2)  has  paid  on 
account  of  the  property  a  prescribed 
percentage  of  the  appraised  value  of  the 
property  in  cash  or  its  equivalent;  or 
(3)  that  the  mortgaged  property  be  free 
and  clear  of  all  liens  other  than  the 
mortgage  offered  for  insurance  and  that 
there  will  not  be  any  other  unpaid  obli¬ 
gations  contracted  in  conection  with  the 
mortgage  transaction  or  the  purchase  of 
the  mortgaged  property. 

(c)  The  provisions  of  §  203.18  shall 
not  be  applicable  to  mortgages  covering 
property  located  in  Alaska,  provided  that 
mortgages  covering  property  located  in 
Alaska  shall  not  be  accepted  for  insur¬ 
ance  unless  the  Commissioner  finds  that 
the  property  or  project  is  an  acceptable 
risk  giving  consideration  to  the  acute 
housing  shortage  in  Alaska. 

ELIGIBLE  MORTGAGORS 

§  203.21  Mortgage  must  be  only  lien 
upon  property.  A  mortgagor  must  es¬ 
tablish  that  after  the  mortgage  offered 
for  insurance  has  been  recorded,  the 
mortgaged  property  will  be  free  and  clear 
of  all  liens  other  than  such  mortgage 
and  that  there  will  not  be  outstanding 
any  other  unpaid  obligation  contracted 
in  connection  with  the  mortgage  trans¬ 
action  or  the  purchase  of  the  mortgaged 
property,  except  obligations  which  are 
secured  by  property  or  collateral  owned 
by  the  mortgagor  independently  of  the 
mortgaged  property,  provided  that  if  the 
mortgagor  is  a  veteran  and  obtains  a 
guaranteed  loan  under  Title  III  of  the 
Servicemen’s  Readjustment  Act  of  1944, 
as  amended,  the  existence  of  such  loan  or 


any  secondary  lien  upon  the  mortgaged 
property  to  secure  such  loan  shall  not 
render  the  first  mortgage  ineligible  for 
insurance. 

§  203.22  Relationship  of  income  to 
mortgage  payments.  A  mortgagor  must 
establish  that  the  periodic  payments  re¬ 
quired  in  the  mortgage  submitted  for 
Insurance  bear  a  proper  relation  to  his 
present  and  anticipated  income  and  ex¬ 
penses. 

§  203.23  Credit  standing  of  mort¬ 
gagor.  A  mortgagor  must  have  a  gen¬ 
eral  credit  standing  satisfactory  to  the 
Commissioner. 

§  203.24  Certificate  of  mortgagor  re¬ 
garding  racial  restrictions.  A  mortgagor 
must  certify  that  until  the  mortgage  has 
been  paid  in  full,  or  the  contract  of  in¬ 
surance  otherwise  terminated,  he  will  not 
file  for  record  any  restriction  upon  the 
sale  or  occupancy  of  the  mortgaged  prop¬ 
erty  on  the  basis  of  race,  color,  or  creed 
or  execute  any  agreement,  lease,  or  con¬ 
veyance  affecting  the  mortgaged  prop¬ 
erty  which  imposes  any  such  restriction 
upon  its  sale  or  occupancy. 

ELIGIBLE  PROPERTIES 

§  203.25  Nature  of  title  to  the  realty. 
A  mortgage  to  be  eligible  for  insurance 
must  be  on  real  estate  held  in  fee  simple, 
or  on  leasehold  under  a  lease  for  not  less 
than  99  years  which  is  renewable,  or  un¬ 
der  a  lease  with  a  period  of  not  less  than 
50  years  to  run  from  the  date  the  mort¬ 
gage  is  executed. 

§  203.26  Dwelling  unit  located  on 
property.  At  the  time  a  mortgage  is  in¬ 
sured  there  must  be  located  on  the  mort¬ 
gaged  property  a  dwelling  unit  designed 
principally  for  residential  use  for  not 
more  than  one  family.  Such  unit  may 
be  connected  with  other  dwellings  by  a 
party  wall  or  otherwise. 

§  203.27  Standards  for  buildings.  The 
buildings  on  the  mortgaged  property 
must  conform  with  the  standards  pre¬ 
scribed  by  the  Commissioner. 

§  203.28  Location  of  property.  The 
mortgaged  property,  if  otherwise  accept¬ 
able  to  the  Commissioner,  may  bfe  located 
in  any  community  where  the  housing 
standards  meet  the  requirements  of  the 
Commissioner. 

§  203.29  Racial  restrictions  on  prop¬ 
erty.  A  mortgagee  must  establish  that 
no  restriction  upon  the  sale  or  occupancy 
of  the  mortgaged  property,  on  the  basis 
of  race,  color,  or  creed,  has  been  filed  of 
record  at  any  time  subsequent  to  Febru¬ 
ary  15,  1950,  and  prior  to  the  recording 
of  the  mortgage  offered  for  insurance. 

EFFECTIVE  DATE 

§  203.30  Effective  date.  The  admin¬ 
istrative  rules  in  this  part  are  effective 
as  to  all  mortgages  on  which  a  commit¬ 
ment  to  insure  is  issued  to  an  approved 
mortgagee  on  or  after  the  date  hereof. 

Issued  at  Washington,  D.  C.,  April  20, 
1950. 

Franklin  D.  Richards, 
Federal  Housing  Commissioner. 

[F.  R.  Doc.  50-3576;  Filed,  Apr.  25.  1950; 

8:51  a.  m.] 
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Rights  and  Obligations  of  Mortgagee 
Under  Insurance  Contract 

Sec. 

204.1  Citation. 

DEFINITIONS 

204.2  Definitions  of  terms  used  In  this  part. 

PREMIUMS 

204.3  Annual  mortgage  insurance  premi¬ 

ums. 

204.4  Prepayment  premiums. 

204.5  Pro  rata  refund  In  event  of  prepay¬ 

ment. 

INSURANCE  ENDORSEMENT 

204.6  Form  of  endorsement  of  original 

credit  Instrument. 

204.7  Contract  of  Insurance. 

RIGHTS  AND  DUTIES  OT  APPROVED  MORTGAGEE 

204.8  Rights  of  parties  on  termination  of 

Insurance. 

204.9  Time  of  default. 

204.10  Tfansfer  of  property  to  the  Commis¬ 

sioner;  conditions  of  default  in 
mortgage. 

204.11  Condition  of  property  when  trans¬ 

ferred:  delivery  of  debentures,  cer¬ 
tificate  of  claim  and  definition  of 
term  "waste.” 

204.12  Satisfactory  title  evidence. 

ASSIGNMENTS 

204.13  In  general. 

204.14  Termination  of  contract  of  Insurance 

by  assignment. 

AMENDMENTS 

204.15  Amendments  to  regulations. 

KFFECTIVE  DATE 
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Authoritt:  §§  204.1  to  204.16  Issued  under 
sec.  2,  48  Stat.  1246.  as  amended:  12  U.  S.  C. 
and  Sup.,  1703g.  Interpret  or  apply  sec.  102, 
Pub.  Law  475,  81st  Cong. 

§  204.1  Citation.  The  regulations  in 
this  part  may  be  cited  as  24  CFR,  Part 
204,  and  referred  to  as  “Regulations  of 
the  Federal  Housing  Commissioner  for 
Title  I  Mortgage  Insurance.” 

DEFINITIONS 

§  204.2  Definitions  of  terms  used  in 
this  part.  As  used  in  the  regulations  in 
this  part: 

(a)  The  term  “Commissioner”  means 
the  Federal  Housing  Commissioner.  • 

(b)  The  term  “act”  mean^  the  Na¬ 
tional  Housing  Act,  as  amended. 

(c)  The  term  “mortgage”  means  such 
a  first  lien  upon  real  estate  as  is  com¬ 
monly  given  to  secure  advances  on,  or 
the  unpaid  purchase  price  of,  real  estate 
under  the  laws  of  the  jurisdiction  where 
the  real  estate  is  situated,  together  with 
the  credit  instruments,  if  any,  secured 
thereby. 

(d)  The  term  “insured  mortgage” 
means  a  mortgage  which  has  been  in¬ 
sured  by  the  endorsement  of  the  Com¬ 
missioner. 

(e)  The  term  “mortgagor”  means  the 
original  borrower  under  a  mortgage  and 
his  heirs,  executors,  administrators,  and 
assigns.  - 

(f)  The  term  “mortgagee”  means  the 
original  lender  under  a  mortgage  and 
its  successors  and  such  of  its  assigns  as 
are  approved  by  the  Commissioner. 

(g)  The  term  “contract  of  insurance” 
means  the  endorsement  of  the  Commis¬ 


sioner  upon  the  credit  instrument  given 
in  connection  with  an  Insured  mortgage, 
incorporating  by  reference  the  regula¬ 
tions  in  this  part. 

PREMIUMS 

5  204.3  Annual  mortgage  insurance 
premiums.  The  mortgagee  shall  pay  to 
the  Commissioner  an  annual  mortgage 
insurance  premium  equal  to  one-half  of 
1  percent  of  the  average  outstanding 
principal  obligation  for  the  twelve- 
month  period  following  the  date  on 
which  such  premium  becomes  payable, 
and  calculated  in  accordance  with  the 
amortization  provisions  without  taking 
into  account  delinquent  payments  or 
prepayments. 

The  first  such  premium  is  to  be  paid 
on  the  date  on  which  such  insurance 
becomes  eifective  by  endorsement  and 
shall  be  calculated  on  the  average  out¬ 
standing  principal  balance  for  the  year 
beginning  with  a  day  30  days  prior  to 
the  date  of  the  first  monthly  payment. 
Until  the  mortgage  is  paid  in  full  or  the 
mortgaged  property  is  acquired  by  the 
Commissioner  as  hereinafter  set  forth, 
or  until  the  contract  of  insurance  is 
otherwise  terminated  as  hereinafter  pro¬ 
vided,  the  next  and  each  succeeding  pre¬ 
mium  shall  be  paid  annually  thereafter 
on  the  anniversary  of  such  day,  and  the 
amount  of  the  second  premium  payment 
will  be  adjusted  accordingly.  Such  pre¬ 
miums  shall  be  paid  either  in  cash  or 
debentures  issued  under  section  8  of  Title 
I  of  the  National  Housing  Act  at  par 
plus  accrued  interest. 

§  204.4  Prepayment  premiums,  (a) 
In  the  event  that  the  principal  obligation 
of  any  mortgage  accepted  for  insurance 
is  paid  in  full  prior  to  maturity,  the  mort¬ 
gagee  shall  within  30  days  thereafter 
notify  the  Commissioner  of  the  date  of 
prepayment  and  shall  pay  to  the  Com¬ 
missioner  an  adjusted  premium  charge 
of  1  percent  of  the  original  principal 
amount  of  the  prepaid  mortgage,  except 
that  if  at  the  time  of  such  prepayment 
there  is  placed  on  the  mortgaged  prop¬ 
erty  a  new  insured  mortgage  in  an 
amount  less  than  the  original  amount  of 
the  prepaid  mortgage,  such  adjusted  pre¬ 
mium  shall  be  1  percent  of  the  difference 
in  such  amounts. 

(b)  In  no  event  shall  the  adjusted 
premium  exceed  the  aggregate  amount  of 
premium  charges  which  would  have  been 
payable  if  the  mortgage  had  continued 
to  be  insured  until  maturity. 

(c)  No  adjusted  premium  shall  be  due 
or  payable  in  the  following  cases: 

(1)  Where  at  the  time  of  such  pre¬ 
payment  there  is  placed  on  the  mort¬ 
gaged  property  a  new  insured  mort¬ 
gage  for  an  amount  equal  to  or  greater 
than  the  original  principal  amount  of 
the  prepaid  mortgage;  or 

(2)  Where  the  final  maturity  speci¬ 
fied  in  the  mortgage  is  accelerated  solely 
by  reason  of  partial  prepayments  made 
by  the  mortgagor  which  do  not  exceed 
in  any  one  calendar  year  15  percent  of 
the  original  face  amount  of  the  mort¬ 
gage;  or 

(3)  Where  the  final  maturity  speci¬ 
fied  in  the  mortgage  is  accelerated  solely 
by  reason  of-  payments  to  principal  to 
compensate  for  damage  to  the  mort¬ 


gaged  property,  or  a  release  of  a  part 
of  such  property  if  approved  by  the 
Commissioner;  or 

(4)  Where  payment  in  full  is  made  of 
a  delinquent  mortgage  on  which  fore¬ 
closure  proceedings  have  been  com¬ 
menced,  or  for  the  purpose  of  avoiding 
foreclosure,  if  the  transactions  is  ap¬ 
proved  by  the  Commissioner;  or 

(5)  Where  the  final  maturity  speci¬ 
fied  in  the  mortgage  is  accelerated 
solely  by  reason  of  partial  prepayments 
which  in  any  one  calendar  year  exceed 
15  percent  of  the  original  face  amount 
of  the  mortgage,  if  made  by  the  mort¬ 
gagor  during  the  period  of  the  national 
emergency  declared  by  the  President  to 
exist  on  May  27,  1941;  or  where  the 
principal  obUgation  of  any  mortgage 
accepted  for  insurance  is  paid  in  full 
prior  to  maturity  by  the  mortgagor  dur¬ 
ing  the  period  of  such  national  emer¬ 
gency,  provided  the  mortgagee  submits 
to  the  Commissioner  a  certificate  signed 
by  the  mortgagor  certifying  that  the 
mortgage  has  been  paid  in  full  without 
refinancing  or  otherwise  creating  any 
obligation  or  debt. 

(6)  Where  paiment  in  full  is  made 
within  60  days  after  the  date  the  mort¬ 
gage  is  endorsed  for  insurance,  provided 
the  mortgagee  submits  to  the  Commis¬ 
sioner  a  certificate  signed  by  the  mort¬ 
gagor  certifying  that  such  payment  was 
made  in  connection  with  the  sale  of  the 
property  to  a  veteran  of  World  War  II 
for  his  occupancy  as  a  home. 

§  204.5  Pro  rata  refund  in  event  of 
prepayment.  Upon  such  prepayment 
the  contract  of  insurance  shall  terminate 
and  the  Commissioner  will  refund  to  the 
mortgagee  for  the  account  of  the  mort¬ 
gagor  an  amount  equal  to  the  pro  rata 
portion  of  the  current  annual  mortgage 
insurance  premium  theretofore  paid, 
which  is  applicable  to  the  portion  of  the 
premium  year  subsequent  to  such  pre¬ 
payment. 

INSURANCE  ENDORSEMENT 

§  204.6  Form  of  endorsement  of  origi~ 
nal  credit  instrument.  Upon  compll- 
'  ance,  satisfactory  to  the  Commissioner, 
with  the  terms  of  his  commitment  to  in¬ 
sure,  the  Commissioner  will  endorse  the 
original  credit  instrument  in  form  as 
follows: 

No. . 

Insured  under  Section  8  of  Title  I 
of  the 

National  Housing  Act 
And  Regulations  of  the 
Federal  Housing  Commissioner 
For  Mortgage  Insurance  Thereunder 

Dated _ 

As  Amended _ 

Federae  Housing  Commissioner 

By - , - 

Authorized  agent 
Date _ 

§  204.7  Contract  of  insutance.  The 
mortgage  shall  be  an  insured  mortgage 
from  the  date  of  such  endorsement.  The 
Commissioner  and  the  mortgagee  shall 
thereafter  be  bound  by  the  regulations 
in  this  part  with  the  same  force  and  to 
the  same  extent  as  if  a  separate  contract 
had  been  executed  relating  to  the  in¬ 
sured  mortgage,  including  the  provi¬ 
sions  of  the  regulations  in  this  part  and 
of  the  National  Housing  Act 
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RULES  AND  REGULATIONS 


RIGHTS  AND  DUTIES  OF  APPROVED 
MORTGAGEE 

§  204  8  Rights  of  parties  on  termina~ 
tion  of  insurance.  In  the  event  the 
mortgagee  forecloses  on  the  mortgaged 
property,  but  does  not  convey  It  to 
the  Commissioner  in  accordance  with 
§  204.11,  and  the  Commissioner  is  given 
written  notice  thereof,  or  in  the  event 
the  mortgagor  pays  the  obligation  under 
the  mortgage  in  full,  prior  to  the  matur¬ 
ity  thereof,  and  the  mortgagee  pays 
any  adjusted  premium  required  under 
§204  4,  and  the  Commissioner  is  given 
written  notice  by  the  mortgagee  of  such 
payment  by  the  mortgagor,  the  obliga¬ 
tion  to  pay  any  subsequent  premium 
charge  for  insurance  shall  cease  and  all 
rights  of  the  mortgagee  and  mortgagor^ 
under  §  204.11,  shall  terminate  as  of  the 
date  of  such  notice. 

§  204.9  Time  of  default.  If  the  mort¬ 
gagor  fails  to  make  any  payment,  or  to 
perform  any  other  covenant  or  obliga¬ 
tion  under  the  mortgage,  and  such  fail¬ 
ure  continues  for  a  period  of  30  days, 
the  mortgage  shall  be  considered  in  de¬ 
fault,  and  the  mortgagee  shall,  within 
60  days  thereafter,  give  notice  in  writing 
to  the  Commissioner  of  such  default,  un¬ 
less  such  default  has  been  cured  or  un¬ 
less  the  Commissioner  has  been  notified 
of  a  previous  default  which  remains 
uncured. 

§  204.10  Transfer  of  property  to  the 
Commissiojier ;  conditions  of  default  in 
mortgage,  (a)  At  any  time  within  one 
year  from  the  date  of  default  the  mort¬ 
gagee,  at  its  election,  shall  either — 

(1)  With,  and  subject  to,  the  consent 
of  the  Commissioner,  acquire  by  means 
other  than  foreclosure  of  the  mortgage, 
possession  of,  and  title  to,  the  mortgaged 
property;  or 

(2)  Commence  foreclosure  of  the 
mortgage:  Provided,  That  if  the  laws  of 
the  State  in  which  the  mortgaged  prop¬ 
erty  is  situated  do  not  permit  the  com¬ 
mencement  of  such  foreclosure  within 
such  period  of  time,  the  mortgagee  shall 
commence  such  foreclosure  within  60 
days  after  the  expiration  of  the  time 
during  which  such  foreclosure  is  prohib¬ 
ited  by  such  la'^’s. 

(b)  The  mortgagee  shall  promptly 
give  notice  in  writing  to  the  Commis¬ 
sioner  of  the  situation  of  foreclosure 
proceedings  and  shall  exercise  reason¬ 
able  diligence  in  prosecuting  such  pro¬ 
ceedings  to  completion. 

(c)  For  the  purpose  of  this  section, 
the  date  of  default  shall  be  considered  as 
30  days  after  the  first  uncorrected  failure 
to  perform  a  covenant  or  obligation,  or 
the  first  failure  to  make  a  monthly  pay¬ 
ment  which  subsequent  payments  by  the 
mortgagor  are  insufficient  to  cover  when 
applied  to  the  overdue  monthly  pay¬ 
ments  in  the  order  in  which  they  became 
due. 

(d)  If  after  default  and  prior  to  the 
completion  of  foreclosure  proceedings, 
the  mortgagor  shall  pay  to  the  mortgagee 
all  monthly  payments  in  default  and 
such  expenses  as  the  mortgagee  shall 
have  incurred  in  connection  with  the 
foreclosure  proceedings,  notice  shall  be 
given  to  the  Commissioner,  and  the 
insurance  shall  continue  as  if  such  de¬ 
fault  had  not  occurred. 


(e)  Nothing  contained  in  this  section 
shall  be  construed  so  as  to  prevent  the 
mortgagee,  with  the  written  consent  of 
the  Commissioner,  from  taking  action  at 
a  later  date  than  herein  specified. 

(f)  If  at  any  time  during  default  the 
mortgagor  is  a  “person  in  military  serv¬ 
ice,”  as  such  term  is  defined  in  the  Sol¬ 
diers’  and  Sailors’  Civil  Relief  Act  of 
1940,  the  period  during  which  he  is  in 
such  service  shall  be  excluded  in  com¬ 
puting  the  one-year  period  within  which 
the  mortgagee  shall  commence  fore¬ 
closure  or  acquire  the  property  by  other 
means  as  provided  in  this  section  and  no 
postponement  or  delay  in  the  prosecution 
of  foreclosure  proceedings  during  the  pe¬ 
riod  the  mortgagor  is  in  such  military 
service  shall  be  construed  as  failure  on 
the  part  of  the  mortgagee  to  exercise 
reasonable  diligence  in  prosecuting  such 
proceedings  to  completion  as  required  by 
this  section. 

(g)  If  the  mortgagor  is  a  person  in 
military  service  as  defined  in  such  act, 
tjie  mortgagee  may,  by  written  agree¬ 
ment  with  the  mortgagor,  postpone  for 
the  period  of  military  service,  and  three 
months  thereafter,  that  part  of  the 
monthly  payment,  or  any  part  thereof 
which  represents  amortization  of  prin¬ 
cipal,  provided  such  agreement  contains 
a  provision  for  the  resumption  of 
monthly  payments  thereafter  in  amounts 
which  will  completely  amortize  the  mort¬ 
gage  debt  within  its  original  maturity. 
Such  agreement,  however,  will  in  no  way 
affect  the  amount  of  the  annual  mort¬ 
gage  insurance  premium  which  will  con¬ 
tinue  to  be  calculated  in  accordance  with 
the  original  amortization  provisions. 

§  204.11  Condition  of  property  when 
transferred:  delivery  of  debentures,  cer¬ 
tificate  of  claim  and  definition  of  term 
“waste",  (a)  If  the  default  is  not  cured 
as  aforesaid,  and  if  the  mortgagee  has 
otherwise  complied  with  the  provisions 
of  §  204.10,  and  at  any  time  within  30 
days  (or  such  further  time  as  may  be 
necessary  to  complete  the  title  examina¬ 
tion  and  perfect  such  title)  after  acquir¬ 
ing  possession  of  the  mortgaged  property 
by  foreclosure,  or  by  other  means  in  ac¬ 
cordance  with  §  204.10  (a) ,  tenders  to  the 
Commissioner  possession  of,  and  a  deed 
containing  a  covenant  which  warrants 
against  the  acts  of  the  mortgagee  and  all 
claiming  by,  through,  or  under  it,  con¬ 
veying  good  merchantable  title  (evi¬ 
denced  as  provided  in  §  204.12)  to  such 
property  undamaged  by  fire,  earthquake, 
flood,  or  tornado,  and  undamaged  by 
w'aste,  except  as  hereinafter  in  this  sec¬ 
tion  provided,  and  assigns  (without  re¬ 
course  or  warranty)  any  and  all  claims 
which  it  has  acquired  in  connection  with 
the  mortgage  transaction,  and  as  a  re¬ 
sult  of  the  foreclosure  proceedings  or 
otlier  means  by  which  it  acquired  such 
property,  except  such  claims  as  may 
have  been  released  with  the  approval  of 
the  Commissioner,  the  Commissioner 
shall  promptly  accept  conveyance  of 
such  property  and  such  assignment  and 
shall  deliver  to  the  mortgagee: 

( 1 )  Debentures  of  the  Title  I  Housing 
Insurance  Fund  as  set  forth  in  section  8 
of  Title  I  of  the  act,  issued  as  of  the 
date  foreclosure  proceedings  were  insti¬ 
tuted  or  the  property  was  otherwise 


acquired  by  the  mortgagee  after  default, 
bearing  interest  at  the  rate  of  2V2  per¬ 
cent  per  annum  payable  semiannually 
on  the  first  day  of  January  and  the  first 
day  of  July  of  each  year,  and  having  a 
total  face  value  equal  to  the  value  of  the 
mortgage  as  defined  in  section  204  (a)  of 
the  act.  Such  value  shall  be  determined 
by  adding  to  original  principal  of  the 
mortgage,  which  was  unpaid  on  the  date 
of  the  institution  of  foreclosure  proceed¬ 
ings  or  the  acquisition  of  the  property 
otherwise  after  default,  the  amount  of 
all  payments,  which  have  been  made  by 
the  mortgagee  for  taxes,  ground  rent 
and  w’ater  rates,  which  are  liens  prior  to 
the  mortgage,  special  assessments,  which 
are  noted  on  the  application  for  insur¬ 
ance  or  W'hich  become  liens  after  the 
insurance  of  the  mortgage,  insurance  on 
the  property  mortgaged  and  any  mort¬ 
gage  insurance  premium  paid  after  the 
institution  of  foreclosure  proceedings  or 
the  acquisition  of  the  property  otherwise 
after  default,  and  by  deducting  from 
such  total  any  amount  received  on  ac¬ 
count  of  the  mortgage  after  the  institu¬ 
tion  of  foreclosure  proceedings  or  the 
acquisition  of  the  property  otherwise 
after  default  and  from  any  source  relat¬ 
ing  to  the  property  on  account  of  rent 
or  other  income  after  deducting  reason¬ 
able  expenses  incurred  in  handling  the 
property.  There  will  also  be  included  in 
the  debentures  issued  by  the  Commis¬ 
sioner.  on  account  of  foreclosure  costs 
actually  paid  by  the  mortgagee  and  ap¬ 
proved  by  the  Commissioner  an  amount 
not  in  excess  of  two-thirds  (%)  of  such 
costs  or  seventy-five  dollars  ($75.00), 
whichever  is  the  greater :  Provided,  That 
with  respect  to  mortgages  to  which  the 
provisions  of  sections  302  and  306  of  the 
Soldiers’  and  Sailors’  Civil  Relief  Act  of 
1940,  as  amended,  apply,  there  shall  be 
included  in  the  debentures  an  amount 
which  the  Commissioner  finds  to  be  suffi¬ 
cient  to  compensate  the  mortgagee  for 
any  loss  which  it  may  have  sustained  on 
account  of  interest  on  debentures  and 
the  payment  of  insurance  premiums  by 
reason  of  its  having  postponed  the  in¬ 
stitution  of  foreclosure  proceedings  or 
the  acquisition  of  the  property  by  other 
means  during  any  part  or  all  of  the 
period  of  such  military  service  and  3 
months  thereafter, 

(2)  Such  debentures  shall  be  regis¬ 
tered  as  to  principal  and  interest  and  all 
or  any  such  debentures  may  be  redeemed, 
at  the  option  of  the  Commissioner  with 
the  approval  of  the  Secretary  of  the 
Treasury,  at  par  and  accrued  interest  on 
any  interest  payment  day  on  3  months’ 
notice  of  redemption  given  in  such  man- 
ner  as  the  Commissioner  shall  prescribe. 

(3)  A  certificate  of  claim  in  accord¬ 
ance  with  section  204  (e)  of  the  act, 
which  shall  become  payable,  if  at  all. 
upon  the  sale  and  final  liquidation  of 
the  interest  of  the  Commissioner  in  such 
property  in  accordance  with  section  204 
(f)  of  the  act.  This  certificate  shall  be 
for  an  amount  which  the  Commissioner 
shall  determine  to  be  sufficient  to  pay 
all  amounts  due  under  the  mortgage  and 
not  covered  by  the  amount  of  debentures 
and  shall  include  a  reasonable  amount 
for  necessary  expenses  incurred  by  the 
mortgagee  in  connection  with  the  fore¬ 
closure  proceedings  or  the  acquisition  of 
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the  mortgaged  property  otherwise  and 
the  conveyance  thereof  to  the  Commis¬ 
sioner,  including  reasonable  attorney’s 
fees,  unpaid  interest  and  cost  of  repairs 
to  tbe  property  made  by  the  mortgagee 
after  default  to  remedy  the  waste  men¬ 
tioned  in  this  section.  Each  such  certif¬ 
icate  of  claim  shall  provide  that  there 
shall  accrue  to  the  holder  thereof  with 
respect  to  the  face  amount  of  such  cer¬ 
tificate,  an  increment  at  the  rate  of  3 
percent  per  annum. 

(b)  The  term  “waste”  as  used  in  this 
section  means  permanent  or  substantial 
Injury  caused  by  unreasonable  use,  or 
abuse,  and  is  not  intended  to  include 
damage  caused  by  ordinary  wear  and 
tear. 

(c)  The  provisions  of  this  section  con¬ 
cerning  waste,  shall  not  apply,  to  mort¬ 
gages  on  which  the  unpaid  principal  ob¬ 
ligation  at  the  time  of  the  institution  of 
foreclosure  proceedings  exceeds  75  per¬ 
cent  of  the  appraised  value  of  the  prop¬ 
erty  as  of  the  date  the  mortgage  was 
accepted  for  insurance. 

§  204.12  Satisfactory  title  evidence. 

(a)  Evidence  of  title  of  the  following 
types  will  be  satisfactory  to  the  Commis¬ 
sioner: 

(1)  A  fee  or  owner’s  policy  of  title  in¬ 
surance,  a  guaranty  or  guarantee  of  title, 
or  a  certificate  of  title,  issued  by  a  title 
company,  duly  authorized  by  law  and 
qualified  by  experience  to  issue  such;  or 

(2)  An  abstract  of  title  prepared  by  an 
abstract  company  or  individual  engaged 
in  the  business  of  preparing  abstracts  of 
title  and  accompanied  by  the  legal  opin¬ 
ion  as  to  the  quality  of  such  title  signed 
by  an  attorney  at  law  experienced  in  ex¬ 
amination  of  titles;  or 

<3)  A  Torrens  or  similar  title  certifi¬ 
cate;  or 

(4)  Evidence  of  title  conforming  to 
the  standards  of  a  supervising  branch 
of  the  Government  of  the  United  States 
or  of  any  State  or  Territory  thereof. 

(b)  Such  evidence  of  title  shall  be 
furnished  without  cost  to  the  Commis¬ 
sioner  and  shall  be  executed  as  of  a 
date  to  include  the  recordation  of  the 
deed  to  the  Commissioner,  and  shall 
show  that,  according  to  the  public  rec¬ 
ords,  there  are  not,  at  such  date,  any 
outstanding  prior  liens  including  any 
past  due  and  unpaid  ground  rents,  gen¬ 
eral  taxes,  or  special  assessments. 

(c)  If  the  title  and  title  evidence  are 
such  as  to  be  acceptable  to  prudent  lend¬ 
ing  institutions  and  leading  attorneys 
generally  in  the  community  in  which  the 
property  is  situated,  such  title  and  title 
evidence  will  be  satisfactory  to  the  Com- 
mi.ssioner  and  will  be  considered  by  him 
as  good  and  merchantable, 

(d)  The  Commissioner  will  not  object 
to  the  title  by  reason  of  the  following 
matters,  provided  they  are  not  such  as  to 
impair  the  value  of  the  property  for  resi¬ 
dence  purposes,  or  provided  they  have 
been  brought  to  the  attention  of  the  in¬ 
suring  office  for  consideration  in  fixing 
the  valuation: 

^1)  Customary  easements  for  public 
utilities,  party  walls,  driveways,  and 
other  purposes;  customary  building  or 
Use  restrictions  for  breach  of  which 
there  is  no  reversion  and  which  have  not 
been  violated  to  a  material  extent; 


(2)  Such  restrictions  when  coupled 
with  a  reversionary  clause,  provided 
there  has  been  no  violation  prior  to  the 
date  of  the  deed  to  the  Commissioner; 

(3)  Slight  encroachments  by  adjoin¬ 
ing  improvements; 

(4)  Outstanding  oil,  water,  or  mineral 
rights  which.  In  the  opinion  of  the  Com¬ 
missioner,  do  not  impair  the  value  of 
the  property  for  residence  purposes,  or 
which  are  customarily  waived  by  prudent 
lending  institutions  and  leading  attor¬ 
neys  generally  in  the  community. 

ASSIGNMENTS 

§  204.13  In  general,  (a)  When  the 
insured  mortgage  is  transferred  to  an¬ 
other  approved  mortgagee,  such  trans¬ 
feror  and  transferees  shall  both  notify 
the  Commissioner  of  such  transfer 
within  30  days  thereof,  and  the  trans¬ 
feree  shall  thereupon  succeed  to  all  the 
rights  and  become  bound  by  all  the  obli¬ 
gations  of  the  transferor  under  the  con¬ 
tract  of  insurance;  and  the  transferor 
shall  thereupon  be  released  from  its  obli¬ 
gations  under  the  contract  of  Insurance. 

(b)  Whenever  the  insured  mortgage 
Is  transferred  to  another  approved  mort¬ 
gagee  for  the  purposes  of  collateral  only, 
no  notice  need  by  giving  to  the  Commis¬ 
sioner  until  such  collateral  is  foreclosed, 
but  the  transferor  shall  remain  subject 
to  all  the  obligations  of  the  contract  of 
insurance. 

§  204.14  Termination  of  contract  of 
insurance  by  assignment.  'The  contract 
of  insurance  shall  terminate  upon  the 
happening  of  either  of  the  following 
events : 

(a)  The  acquisition  of  the  insured 
mortgage  by,  or  the  pledge  thereof  to, 
any  person,  firm,  or  corporation,  public 
or  private,  other  than  an  approved  mort¬ 
gagee,  whether  individually  or  in  trust 
for  another:  Provided,  That  this  para¬ 
graph  shall  not  be  applicable  to  a  mort¬ 
gage  acquired  or  held  by  an  approved 
mortgagee,  which  is  a  banking  institu¬ 
tion  or  trust  company  inspected  and 
supervised  by  some  governmental 
agency,  or  a  trust  held  or  administered 
by  it  in  a  fiduciary  capacity,  as  long  as 
such  fiduciary  relationship  shall  remain 
in  effect; 

(b)  The  disposal  by  an  approved 
mortgagee  of  any  partial  interest  in  an 
insured  mortgage  or  group  of  insured 
mortgages  (whether  to  another  approved 
mortgagee  or  otherwise)  by  means  of  a 
declaration  of  trust,  or  by  a  participa¬ 
tion  or  trust  certificate,  or  by  any  other 
device;  provided  that  this  .paragraph 
shall  not  be  applicable  to  any  mortgage 
so  long  as  it  is  held  in  a  common  trust 
fund  maintained  by  a  bank  or  trust  com¬ 
pany  (1)  exclusively  for  collective  in¬ 
vestment  and  reinvestment  of  moneys 
contributed  thereto  by  the  bank  or  trust 
company  in  its  capacity  as  a  trustee,  ex¬ 
ecutor  or  administrator;  and  (2)  in  con¬ 
formity  with  the  rules  and  regulations 
prevailing  from  time  to  time  of  the 
Board  of  Governors  of  the  Federal  Re¬ 
serve  System,  pertaining  to  the  collective 
investment  of  trust  funds :  Provided  fur¬ 
ther,  That  this  paragraph  shall  not  be 
applicable  to  any  mortgage  so  long  as  it 
is  held  in  a  common  trust  estate  admin¬ 
istered  by  a  bank  or  trust  company 


which  is  subject  to  the  inspection  and 
supervision  of  a  governmental  agency, 
exclusively  for  the  benefit  of  other  bank¬ 
ing  institutions  which  are  subject  to  the 
inspection  and  supervision  of  a  govern¬ 
mental  agency,  and  which  are  author¬ 
ized  by  law  to  acquire  beneficial  interests 
in  such  common  trust  estate,  nor  to  any 
mortgage  or  group  of  mortgages  trans¬ 
ferred  to  such  a  bank  or  trust  company 
as  trustee  exclusively  for  the  benefit  of 
outstanding  owners  of  undivided  inter¬ 
ests  in  the  trust  estate,  under  the  terms 
of  certificates  issued  and  sold  more  than 
three  years  prior  to  said  transfer,  by  a 
corporation  which  is  subject  to  the  in¬ 
spection  and  supervision  of  a  govern¬ 
mental  agency:  And  Provided  further. 
That  this  paragraph  shall  not  be  applic¬ 
able  to  any  participation  in  a  mortgage 
by  one  or  more  banks  or  trust  companies 
pursuant  to  an  agreement  entered  into 
prior  to  the  insurance  of  such  mortgage 
under  which  such  institutions  partici¬ 
pate  in  the  advance  of  construction 
funds  in  contemplation  of  reimburse¬ 
ment  from  the  proceeds  of  the  sale  of  the 
insured  mortgage,  and  such  participa¬ 
tion  may  continue  for  such  period  of 
time  after  the  insurance  of  the  mortgage 
as  may  be  required  to  execute  the  pur¬ 
poses  of  such  agreement,  provided  the 
mortgagee  presenting  the  mortgage  for 
insurance  is  entitled  to  all  the  rights  and 
is  bound  by  all  the  obligations  of  the  con¬ 
tract  of  insurance. 

AMENDMENTS 

§  204.15  Amendments  to  regulations. 
The  regulations  in  this  part  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
in  part,  but  such  amendment  shall  not 
affect  the  contract  of  insurance  on  any 
mortgage  already  insured,  or  any  mort¬ 
gage  or  prospective  mortgage  on  which 
the  Commissioner  has  made  a  commit¬ 
ment  to  Insure. 

EFFECTIVE  DATE 

5  204.16  Effective  date.  The  regula¬ 
tions  in  this  part  are  effective  as  to  all 
mortgages  on  which  a  commitment  to 
insure  is  issued  under  section  8  of  Title 
I  to  an  approved  mortgagee  on  or  after 
the  date  hereof. 

Issued  at  Washington,  D.  C.,  April  20, 
1950. 

Franklin  D.  Richards, 
Federal  Housing  Commissioner. 

[F.  R.  Doc.  50-3534:  Filed,  Apr.  25,  1950; 

8:51  a.  m.J 


Subchapter  C — Mutual  Mortgage  Insurance 

Part  221 — Mutu.al  Mortgage  Insurance; 
Eligibility  Requirements  of  Mort¬ 
gage  Covering  One-  to  Four-Family 
Dwellings 

MISCELLANEOUS  AMENDMENTS 

1.  Section  221.11  is  amended  to  read  as 
follows: 

§  221.11  Fee  to  accompany  applica¬ 
tion.  (a)  Applications  filed  for  a  firm  or 
a  conditional  commitment  with  respect 
to  existing  construction  mu‘:t  be  accom¬ 
panied  by  the  mortgagee’s  check  for  the 
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sum  of  $20.00  tx>  cover  the  cost  of  process¬ 
ing  by  the  Commissioner.  If  an  appli¬ 
cation  is  refused  as  a  result  of 
preliminary  examination  by  the  Commis¬ 
sioner,  the  entire  fee  will  be  returned  to 
the  applicant,  but  no  portion  of  the  fee 
will  be  returned  after  further  work  has 
been  performed  following  the  prelimi¬ 
nary  examination. 

(b)  Applications  filed  on  or  after  May 
15,  1950,  for  a  firm  or  a  conditional  com¬ 
mitment  with  respect  to  proposed  con¬ 
struction  must  be  accompanied  by  the 
mortgagee’s  check  for  the  sum  of  $45.00 
to  cover  the  cost  of  processing  by  the 
Commi.ssloner.  If  an  application  is  re¬ 
fused  as  a  result  of  preliminary  examina¬ 
tion  by  the  Commissioner,  the  entire  fee 
will  be  returned  to  the  applicant,  but  no 
portion  of  the  fee  will  be  returned  after 
further  work  has  been  performed  follow¬ 
ing  the  preliminary  examination  unless 
the  application  is  rejected  by  the  Com¬ 
missioner  or  the  mortgage  which  is  the 
subject  of  the  application  is  endorsed  for 
insurance  by  the  Commissioner,  in  either 
of  which  cases  $20.00  will  be  retained  by 
the  Commissioner  and  the  balance  of 
such  fee  will  be  returned  to  the  appli¬ 
cant.  If  the  application  is  made  on  be¬ 
half  of  a  veteran  of  World  War  II,  for 
the  insurance  of  a  mortgage  to  refinance 
an  existing  insured  mortgage  which  is  in 
default,  by  reason  of  his  military  service, 
the  fee  herein  provided  may  be  waived 
by  the  Commissioner  if  he  finds  that  the 
collection  of  such  fee  would  be  inequita¬ 
ble  under  the  particular  circumstances  of 
the  transaction. 

2.  Section  221.15  is  amended  to  read 
as  follow's: 

5  221.15  Maximum  amount  of  mort¬ 
gage  and  appraisal  value  of  property.  ‘ 
The  mortgage  should  involve  a  principal 
obligation  in  an  amount  of  $100  or  mul¬ 
tiples  thereof  (except  that  a  mortgage  of 
the  character  described  in  paragraph 
(b)  of  this  section  may  be  in  an  amount 
of  $50.00  or  multiples  thereof),  but  the 
mortgage  must  not  exceed  $16,000,  pro¬ 
vided  that  the  Commissioner  may  in¬ 
crease  such  dollar  amount  limitation  by 
not  exceeding  $4,500  for  each  additional 
family  dwelling  unit  in  excess  of  two 
located  on  such  property;  and  the  mort¬ 
gage  must  not  exceed  80  percent  of  the 
appraised  value  of  the  property  as  of  the 
date  it  is  accepted  for  insurance  except 
under  the  following  circumstances: 

(a)  If  the  amount  of  the  mortgage 
does  not  exceed  $9,450  and  there  is  lo¬ 
cated  upon  the  property  a  dwelling  de¬ 
signed  principally  for  a  single-family 
residence  which  is  approved  for  mort¬ 
gage  insurance  prior  to  the  beginning  of 
construction,  and  the  property  has  an 
appraised  value  (as  of  the  date  the  mort¬ 
gage  is  accepted  for  insurance)  in  ex¬ 
cess  of  $7,000,  the  amount  of  such  mort¬ 
gage  may  exceed  80  percent  but  must  not 
exceed  95  percent  of  $7,000  of  such  value, 
plus  70  percent  of  such  value  in  excess  of 
$7,000  and  not  in  excess  of  $11,000:  Pro¬ 
vided,  At  the  time  the  mortgage  is  in¬ 
sured  the  mortgagor  is  the  owner  and 
occupant  and  has  paid  on  account  of 
the  property  at  least  5  percent  of  its 
apprais^  value  or  such  larger  amount 
as  the  Commissioner  may  determine,  in 
cash  or  its  equivalent. 


(b)  If  the  amount  of  the  mortgage 
does  not  exceed  $6,650  (except  that  the 
Commissioner  may  by  regulation  in¬ 
crease  this  amount  to  not  to  exceed 
$7,600  in  any  geographicaL  area  where 
he  finds  that  cost  levels  so  require)  and 
there  is  located  on  the  property  a  dwell¬ 
ing  designed  principally  for  a  single¬ 
family  residence  which  is  approved  for 
mortgage  insurance  prior  to  beginning 
of  construction,  such  mortgage  may  ex¬ 
ceed  80%  if  at  the  time  the  mortgage 
is  insured  the  mortgagor  is  the  owner 
and  occupant  and  has  paid  on  account 
of  the  property  at  least  5%  of  its  ap¬ 
praised  value,  in  cash  or  its  equivalent, 
but  not  to  exceed  95%  of  the  appraised 
value  of  the  property  as  of  the  date  the 
mortgage  is  accepted  for  insurance: 
Provided,  That  if  the  Commissioner  finds 
that  it  is  not  feasible,  within  the  afore¬ 
said  dollar  limitation,  to  construct 
dwellings  containing  three  or  four  bed¬ 
rooms  without  sacrifice  of  sound  stand¬ 
ards  of  construction,  design,  and 
livability,  he  may  increase  such  dollar 
amount  limitation  by  not  exceeding  $950 
for  each  additional  bedroom  (as  defined 
by  the  Commissioner)  in  excess  of  two 
contained  in  such  dwelling  if  he  finds 
that  such  dwellings  meet  sound  stand¬ 
ards  of  design  and  livability  as  a  three- 
bedroom  unit  or  a  four-bedroom  unit, 
as  the  case  may  be:  Provided  further. 
That  if  the  builder  constructing  the 
building  is  the  mortgagor  under  any 
such  mortgage,  the  principal  obligation 
of  the  mortgage  shall  not  exceed  $5,950 
for  a  one-bedroom  unit  or  a  two-bed¬ 
room  unit,  $6,800  for  a  three-bedroom 
unit,  or  $7,650  for  a  unit  having  four  or 
more  bedrooms  (except  that  the  Com¬ 
missioner  may  by  regulation  increase 
each  of  the  maximum  dollar  amount 
limitations  contained  in  this  proviso  by 
not  to  exceed  $850  in  any  geographical 
area  w'here  he  finds  that  cost  levels  so 
require)  and  shall  not  exceed  85%  of 
the  appraised  value  of  the  property: 
And  provided  further.  That  the  Com¬ 
missioner  may  by  regulation  provide 
that  the  maximum  dollar  amount  limi¬ 
tations  set  forth  in  this  paragraph  shall 
be  fixed  at  lesser  amounts  where  he 
finds,  for  any  section  or  locality  or  for 
the  country  as  a  whole  or  at  any  time, 
that  it  is  feasible  within  such  lesser 
dollar  amount  limitations,  to  construct 
dwellings  for  families  of  lower  Income 
without  sacrifice  of  sound  standards  of 
construction,  design,  and  livability. 

3.  Section  221.16  is  amended  by  strik¬ 
ing  the  reference  therein  to  "§  221.15 

(c) ”  and  inserting  in  lieu  thereof 
“§221.15  (b)”. 

4.  Section  221.17  is  amended  to  read 
as  follows: 

§  221.17  Rate  of  interest.  The  mort¬ 
gage  may  bear  interest  at  such  rate  as 
may  be  agreed  upon  by  the  mortgagee 
and  mortgagor,  but  in  no  case  shall  such 
interest  rate  be  in  excess  of  4  Vi  per 
centum  per  annum  as  to  applications  for 
insurance  received  by  the  Commissioner 
on  or  before  April  21,  1950,  nor  in  excess 
of  4V4  per  centum  as  to  applications  for 
insurance  received  by  the  Commissioner 
on  or  after  April  24, 1950.  Interest  shall 


be  payable  in  monthly  Installments  on 
the  principal  then  outstanding.. 

(Sec.  211,  52  Stat.  23:  12  U.  S.  C.  1715b) 

Issued  at  Washington,  D.  C.,  April  20, 
1950,  to  be  effective  as  to  any  mortgage 
on  which  a  commitment  to  insure  is 
issued  on  or  after  such  date. 

*  Franklin  D.  Richards, 
Federal  Housing  Commissioner, 

(F.  R.  Doc.  60-3524;  Filed,  Apr.  26,  1950; 
8:49  a.  m.] 


Part  222 — Mutual  Mortgage  Insurance; 

Rights  and  Obligations  of  Mortgagee 

Under  Insurance  Contract 

DEBENTURES  OF  THE  MUTUAL  MORTGAGE 
INSURANCE  FUND 

Section  222.14  (a)  (1)  is  amended  by 
striking  “tw'o  and  three-quarters  per 
centum  (2%%)  per  annum”  and  insert¬ 
ing  in  lieu  thereof  “2%  percentum  per 
annum  if  issued  in  exchange  for  prop¬ 
erty  accepted  for  insurance  pursuant  to 
an  application  for  insurance  received  by 
the  Commissioner  prior  to  May  15,  1950, 
and  2^2  percentum  per  annum  if  issued 
in  exchange  for  property  accepted  for 
insurance  pursuant  to  an  application 
for  insurance  received  by  the  Commis¬ 
sioner  on  or  after  May  15,  1950,”. 

(Sec.  211,  52  Stat.  23;  12  U.  S.  C.  1715b) 

Issued  at  Washington,  D.  C.,  April  20, 
1950. 

Franklin  D.  Richards, 
Federal  Housing  Commissioner. 

(F.  R.  Doc.  50-3525;  Filed,  Apr.  25,  1950; 

8:49  a.  m.J 


Subchapter  D — Multifamily  and  Group  Housing 
Insurance 

Part  232 — Multifamily  Housing  Insur¬ 
ance;  Eligibility.  Requirements  of 
Mortgage  Covering  Multifamily 
Housing 

APPLICATION  AND  COMMITMENT 

Sec. 

232.1  Information  for  preliminary  exami¬ 

nation. 

232.2  Issuance  of  commitment. 

ELIGIBLE  MORTGAGES 

232.3  Mortgage  forms. 

232.4  Eligibility  for  insurance. 

232.5  Maturity. 

232.6  Payment  requirements. 

232.7  Interest  rate. 

232.8  Mortgage  to  cover  entire  property. 

232.9  Covenant  against  liens. 

232.10  Covenant  for  fire  Insurance. 

232.11  Soundness  of  project. 

232.12  Accumulation  of  next  premium. 

232.13  Application  of  payments. 

232.14  Prepayment  privilege. 

232.15  Issuance  of  bonds. 

232.16  Mortgage  covenant  regarding  racial 

restrictions. 

ELIGIBLE  MORTGAGORS 

232.17  Classification. 

SUPERVISION  OF  MORTGAGORS 

232.18  In  general. 

232.19  Required  supervision  of  private  mort¬ 

gagors. 

232.20  No  discrimination  against  children. 


Wednesday^  April  26,  1950 
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ELIGIBLE  MORTGAGEES 

Sec. 

232.21  Classifications. 

232.22  Required  inspections. 

ELIGIBLE  PROPERTIES 

232.23  Eligibility  of  property. 

232.24  Development  of  property. 

232.26  Certificate  of  mortgagor  regarding 
'  racial  restrictions. 

TITLE 

232.20  Eligibility  of  title. 

232.27  Title  evidence. 

B3TECTIVE  DATE 

232.28  Effective  date. 

Authority:  §§  232.1  to  232.28  Issued  under 
sec.  211,  52  Stat.  23;  12  U.  8.  C.  1715b. 

APPLICATION  AND  COMMITMENT 

§  232.1  Information  for  preliminary 
examination,  (a)  Information  required 
for  the  examination  of  a  Rental  Hous¬ 
ing  Project  under  section  207  shall  be 
submitted  in  the  form  of  an  application 
for  mortgage  insurance  by  an  approved 
mortgagee  and  by  the  sponsors  of  such 
project  through  the  local  Federal  Hous-  * 
ing  Administration  ofiSce,  on  approved 
FHA  Application  Form  (executed  in  trip¬ 
licate).  No  application  will  be  consid¬ 
ered  unless  the  exhibits  called  for  by 
such  form  are  furnished  and  a  fee  of  one 
dollar  and  fifty  cents  ($1.50)  per  thou¬ 
sand  of  the  face  amount  of  the  mortgage 
loan  applied  for  (referred  to  as  “Appli¬ 
cation  Fee”)  is  paid. 

(b)  A  further  sum  (referred  to  as 
“Commitment  Fee”)  which  when  added 
to  the  “Application  Fee”  will  aggregate 
three  dollars  ($3.00)  per  thousand  of  the 
fact  amount  of  the  mortgage  loan  set 
forth  in  the  commitment  shall  be  paid 
within  fifteen  (15)  days  from  delivery  of 
the  commitment,  otherwise  the  commit¬ 
ment  will  be  null  and  void  unless  ex¬ 
tended  in  writing  by  the  Commissioner. 

(c)  Upon  application  for  an  increase 
in  the  amount  of  an  existing  commit¬ 
ment,  an  additional  application  fee  of 
one  dollar  and  fifty  cents  ($1.50)  per 
thousand  dollars  shall  be  paid  based 
upon  the  amount  of  the  increase  re¬ 
quested.  Any  increase  in  the  amount  of 
a  commitment  shall  be  subject  to  the 
payment  of  an  additional  commitment 
fee  which,  when  added  to  the  additional 
application  fee,  will  aggregate  three 
dollars  ($3.00)  per  thousand  of  the 
amount  of  the  increase.  If  the  amount 
of  the  insured  mortgage  is  increased 
after  insurance  either  by  amendment  or 
by  the  substitution  of  a  new  insured 
mortgage,  the  fees  herein  provided  for 
shall  be  based  upon  the  amount  of  such 
increase. 

(d)  If  the  application  is  rejected  prior 
to  an  estimate  of  cost  by  the  Commis¬ 
sioner,  the  application  fee  will  be  re¬ 
turned  to  the  applicant.  Subsequent  to 
such  estimate  of  cost,  the  fee  paid  will 
not  be  returned. 

§  232.2  Issuance  of  commitment,  (a) 
Upon  approval  of  an  application  a  com¬ 
mitment  will  be  issued  setting  forth  the 
terms  and  conditions  upon  which  the 
mortgage  will  be  insured,  including 
special  requirements  applicable  to  the 
project  and  requiring  the  submission  in 
final  form  ^ithin  a  time  specified  of  all 
appropriate  documents,  drawings,  plans. 


specifications,  estimates,  and  other  in¬ 
struments  evidencing  full  compliance 
satisfactory  to  the  Commissioner  with 
the  regulations  in  this  part  and  with  such 
terms  and  conditions. 

(b)  Such  commitment  may  be  on  a 
form  providing  for  advances  of  mortgage 
money  during  construction  and  the  in¬ 
surance  of  such  advances  as  made,  or 
it  may  be  on  a  form  providing  for  the 
insurance  of  the  mortgage  after  comple¬ 
tion  of  the  improvements. 

(c)  No  commitment  shall  be  valid 
unless  signed  by  the  Commissioner  or 
his  agent  authorized  for  that  purpose, 
and  shall,  with  respect  to  commitments 
to  insure  advances,  be  effective  for  a 
stated  period,  not  in  excess  of  120  days, 
but  may  be  renewed  in  such  manner  as 
the  Commissioner  may  from  time  to  time 
specify. 

(d)  In  the  case  of  a  mortgagor  of  the 
character  described  in  §  232.17  (b),  the 
application  and  commitment  fees  to  be 
paid  under  this  section  shall  be  fixed  by 
the  Commissioner,  but  shall  not  exceed 
three  dollars  ($3.00)  per  thousand  of 
the  original  face  amount  of  the  mort¬ 
gage. 

(e)  The  mortgagee  may  collect  from 
the  mortgagor  the  amount  of  the  appli¬ 
cation  and  commitment  fees  provided  for 
in  this  section  and  may  charge  the  mort¬ 
gagor  an  initial  service  charge  to  reim¬ 
burse  itself  for  the  cost  of  closing  the 
transaction,  in  an  amount  not  to  exceed 
one  and  one-half  per  centum  ( 1  */2  % )  of 
the  original  principal  amount  of  the 
mortgage. 

(f)  An  inspection  fee  computed  at  the 
rate  of  five  dollars  ($5.00)  per  thousand 
dollars  of  the  face  amount  of  the  com¬ 
mitment  shall  be  paid  as  provided  for  in 
the  commitment. 

ELIGIBLE  MORTGAGES 

§  232.3  Mortgage  forms.  The  mort¬ 
gage  must  be  executed  upon  a  printed 
form  approved  by  the  Commissioner  for 
use  in  the  jurisdiction  in  which  the  prop¬ 
erty  covered  by  the  mortgage  is  situated, 
by  a  mortgagor  with  the  qualifications 
hereinafter  set  forth  in  §  232.17,  must  be 
a  first  lien  upon  property  that  conforms 
with  the  property  standards  prescribed 
by  the  Commissioner,  and  the  mortgagee 
.  must  be  obligated,  as  a  part  of  the  mort- 
'  gage  transaction,  to  disburse  the  entire 
principal  amount  of  the  mortgage  to,  or 
for  the  account  of,  the  mortgagor  in  con¬ 
formity  with  the  terms  of  the  commit¬ 
ment.  Any  changes  in  the  printed  form 
desired  by  the  mortgagor  and  mortgagee 
must  receive  prior  written  approval  of 
the  Commissioner.  The  mortgage  must 
secure  a  principal  obligation  in  multiples 
of  one  hundred  dollars  ($100). 

§  232.4  Eligibility  for  insurance,  (a) 
A  mortgage  executed  by  a  mortgagor  of 
the  character  described  in  §  232.17  (b) 
may  involve  a  principal  obligation  not 
to  exceed  $50,000,000  and  not  to  exceed 
the  sum  of  90  per  centum  of  that  portion 
of  the  estimated  value  of  the  project 
(when  the  proposed  improvements  are 
completed)  which  does  not  exceed  $7,000 
per  family  unit  and  60  per  centum  of 
that  part  of  the  estimated  value  of  the 
property  or  project  which  is  in  excess  of 
$7,000  and  not  in  excess  of  $10,000  per 


family  unit;  and  not  to  exceed  $8,100  per 
family  unit  (or  $7,200  per  family  unit  if 
the  number  of  rooms  in  such  property  or 
project  does  not  equal  or  exceed  four 
and  one-half  per  family  unit)*  for  such 
part  of  such  property  or  project  as  may 
be  attributable  to  dwelling  use. 

(b)  A  mortgage,  other  than  a  mort¬ 
gage  executed  by  a  mortgagor  of  the 
character  described  in  §  232.17  (b),  may 
involve  a  principal  obligation  not  ex¬ 
ceeding  $5,000,000  and  not  in  excess  of 
the  sum  of  90  per  centum  of  that  part  of 
the  estimated  value  of  the  property  or 
project  which  does  not  exceed  $7,000  per 
family  unit  and  60  per  centum  of  that 
part  of  the  estimated  value  of  the  prop¬ 
erty  or  project  which  is  in  excess  of 
$7,000  and  not  in  excess  of  $10,000  per 
family  unit;  and  not  in  excess  of  the 
amount  which  the  Commissioner  esti¬ 
mates  will  be  the  cost  of  the  completed 
physical  improvements  of  the  property  or 
project  exclusive  of  public  utilities  and 
streets,  and  organization  and  legal  ex¬ 
penses;  and  not  in  excess  of  $8,100  per 
family  unit  (or  $7,200  per  family  unit  if 
the  number  of  rooms  in  such  property 
or  project  does  not  equal  or  exceed  four 
and  one-half  per  family  unit)  for  such 
part  of  such  property  or  project  as  may 
be  attributable  to  dwelling  use. 

(c)  A  mortgage  of  the  character  de¬ 
scribed  in  paragraphs  (a)  and  (b)  of 
this  section  but  covering  property  located 
in  the  Territory  of  Alaska  may  involve  a 
principal  obligation  not  in  excess  of 
$50,000,000  or  $5,000,000  as  the  case  may 
be,  and  not  to  exceed  90%  of  the  amount 
which  the  Commissioner  estimates  to  be 
the  replacement  cost  of  the  property  or 
project  when  the  proposed  improvements 
are  completed;  and  not  to  exceed  $8,100 
per  family  unit  (or  $7,200  per  family 
unit  if  the  number  of  rooms  in  such 
property  or  project  does  not  equal  or 
exceed  four  and  one-half  per  family 
unit)  for  such  part  of  such  property  or 
project  as  may  be  attributable  to  dwell¬ 
ing  use:  Provided,  That  the  Commis¬ 
sioner  may,  if  he  finds  that  because  of 
higher  costs  prevailing  in  the  Territory 
of  Alaska,  it  is  not  feasible  to  construct 
dwellings  on  property  located  in  Alaska 
without  sacrifice  of  sound  standards  of 
construction,  design  and  livability,  within 
the  limitations  as  to  maximum  mortgage 
amounts  provided  in  this  paragraph, 
prescribed  by  regulation  or  otherwise, 
with  respect  to  dollar  amount,  a  higher 
maximum  for  the  principal  obligation  of 
mortgages  otherwise  meeting  the  re¬ 
quirements  of  this  paragraph  covering 
property  located  in  Alaska,  in  such 
amounts  as  he  shall  find  necessary  to 
compensate  for  such  higher  costs  but  not 
to  exceed,  in  any  event,  the  maximum 
otherwise  applicable  by  more  than  one- 
third  thereof. 

(d)  As  used  in  this  section,  the  term 
“the  value  of  the  property  or  project” 
may  include  the  land,  the  proposed  phys¬ 
ical  improvements,  utilities  within  the 
boundaries  of  the  property  or  project, 
architect’s  fees,  taxes,  and  interest  ac¬ 
cruing  during  construction,  and  other 
miscellaneous  charges  incident  to  con¬ 
struction  and  approved  by  the  Commis¬ 
sioner. 

§  232.5  Maturity.  The  mortgage  shall 
have  a  maturity  satisfactory  to  the  Com- 
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missioner,  depending  upon  the  risk  in¬ 
volved  and  the  general  character  of  the 
project,  and  shall  contain  complete 
amortization  or  sinking-fund  provisions 
satisfactory  to  the  Commissioner. 

§  232.6  Payment  requirements.  The 
mortgage  shall  provide  for  monthly  pay¬ 
ments  on  the  first  day  of  each  month  by 
the  mortgagor  to  the  mortgagee  on  ac¬ 
count  of  interest  and  principal.  Such 
monthly  payments  may  be  on  a  level 
annuity  or  declining  annuity  basis  as 
agreed  upon  by  the  mortgagor,  the  mort¬ 
gagee  and  the  Commissioner.  Where  the 
insured  mortgage  does  not  exceed  $200,- 
000,  payments  on  account  of  principal 
shall  begin  not  later  than  the  first  day 
of  the  twelfth  (12)  month  following 
execution  of  the  mortgage.  Where  the 
mortgage  does  exceed  $200,000,  such 
principal  payments  shall  begin  not  later 
than  the  first  day  of  the  twenty- fourth 
(24)  month  following  execution  of  the 
mortgage.  In  cases  where  a  commit¬ 
ment  to  insure  upon  completion  has  been 
Issued,  the  respective  dates  for  com¬ 
mencement  of  amortization  will  be  fig¬ 
ured  on  the  same  basis  from  the  date  the 
commitment  is  issued. 

§  232.7  Interest  rate.  The  mortgage 
shall  bear  interest,  not  exceeding  4  per¬ 
cent  per  annum,  on  the  amount  of  the 
principal  obligation  outstanding  at  any 
time,  as  may  be  agreed  upon  between  the 
mortgagor  and  mortgagee.  All  charges 
made  in  connection  with  the  mortgage 
transaction  shall  be  subject  to  the 
approval  of  the  Commissioner. 

§  232.8  Mortgage  to  cover  entire  prop¬ 
erty.  The  mortgage  shall  cover  the 
entire  property  included  in  the  housing 
project. 

§  232.9  Covenant  against  liens.  The 
mortgage  shall,  except  as  provided  in 
§  232.18,  contain  a  covenant  against  the 
creation  by  the  mortgagor  of  liens 
against  the  property  inferior  to  the  lien 
of  the  mortgage. 

§  232.10  Covenant  for  fire  insurance. 
The  mortgage  shall  contain  a  covenant 
binding  the  mortgagor  to  keep  the  prop¬ 
erty  insured  by  a  standard  policy  or 
policies  against  fire  and  such  other 
hdfcards  as  the  Commissioner,  upon  the 
Insurance  of  the  mortgage,  may  stipu¬ 
late,  in  an  amount  which  will  comply 
with  the  co-insuranee  clause  applicable 
to  the  location  and  character  of  the 
property,  but  not  less  than  80  percent  of 
the  actual  cash  value  of  the  Insurable 
improvements  and  equipment  of  the 
project.  The  initial  coverage  shall  be  in 
an  amount  estimated  by  the  Commis¬ 
sioner  at  the  time  of  completion  of  the 
entire  project  or  units  thereof.  The 
policies  evidencing  such  insurance  shall 
have  attached  thereto  a  standard  mort¬ 
gagee  clause  making  loss  payable  to  the 
mortgagee  and  the  Commissioner,  as 
interests  may  appear. 

§  232.11  Sou7idness  of  project.  No 
mortgage  shall  be  accepted  for  insurance 
unless  the  Commissioner  finds  that  the 
property  or  project  with  respect  to  which 
the  mortgage  is  executed  is  economically 
sound,  except  that  as  to  mortgages  cov¬ 
ering  property  located  in  Alaska,  no 
mortgage  shall  be  accepted  for  insurance 


unless  the  Commissioner  finds  that  the 
property  or  project  is  an  acceptable  risk 
giving  consideration  to  the  acute  housing 
shortage  in  Alaska. 

§  232.12  Accumulation  of  next  pre¬ 
mium.  (a)  The  mortgage  shall  provide 
for  payments  by  the  mortgagor  to  the 
mortgagee  on  each  interest  payment 
date  of  an  amount  suflBcient  to  accumu¬ 
late  in  the  hands  of  the  mortgagee  one 
payment  period  prior  to  its  due  date,  the 
next  annual  mortgage  insurance  pre¬ 
mium  payable  by  the  mortgagee  to  the 
Commissioner.  Such  payments  shall 
continue  only  so  long  as  the  contract  of 
insurance  shall  remain  in  effect.  The 
mortgage  shall  provide  that  upon  the 
payment  of  the  mortgage  before  ma¬ 
turity,  the  mortgagor  shall  pay  the  ad¬ 
justed  premium  charge  referred  to  in 
§  233.3. 

(b)  The  mortgage  shall  also  provide 
for  such  equal  monthly  payments  by  the 
mortgagor  to  the  mortgagee  as  will 
amortize  the  ground  rents,  if  any,  and 
the  estimated  amount  of  all  taxes,  water 
rates  and  special  assessments,  if  any,  and 
fire  and  other  hazard  insurance  pre¬ 
miums,  within  a  period  ending  one 
month  prior  to  the  dates  on  which  the 
same  become  delinquent.  The  mortgage 
shall  further  provide  that  such  payments 
shall  be  held  by  the  mortgagee,  for  the 
purpose  of  paying  such  ground  rents, 
taxes,  water  rates  and  assessments,  and 
insurance  premiums,  before  the  same  be¬ 
come  delinquent.  The  mortgage  must 
also  make  provision  for  adjustments  in 
case  the  estimated  amount  of  such  taxes, 
water  rates  and  assessments,  and  insur¬ 
ance  premiums  shall  prove  to  be  more,  or 
less,  than  the  actual  amount  thereof  so 
paid  by  the  mortgagor. 

§  232.13  Application  of  payments,  (a) 
All  monthly  payments  to  be  made  by 
the  mortgagor  to  the  mortgagee  shall  be 
added  together  and  the  aggregate 
amount  thereof  shall  be  paid  by  the 
mortgagor  upon  each  monthly  payment 
date  in  a  single  payment.  The  mort¬ 
gagee  shall  apply  the  same  to  the  follow¬ 
ing  items  in  the  order  set  forth: 

(1)  Premium  charges  under  the  con¬ 
tract  of  insurance; 

(2)  Ground  rents,  taxes,  special  as¬ 
sessments  and  fire  and  other  hazard  in¬ 
surance  premiums; 

(3)  Interest  on  the  mortgage; 

(4)  Amortization  of  the  principal  of 
the  mortgage, 

(b)  Any  deficiency  in  the  amount  of 
any  such  aggregate  monthly  payment 
shall  constitute  an  event  of  default  under 
the  mortgage  unless  paid  W’ithin  thirty 
(30)  days  from  the  date  due. 

§  232.14  Prepayment  privilege.  Tlie 
mortgage  must  contain  a  provision  per¬ 
mitting  the  mortgagor  to  prepay  the 
mortgage  in  whole  or  in  part  upon  any 
interest  payment  date  after  giving  to  the 
mortgagee  thirty  (30)  days’  notice  in 
writing  in  advance  of  its  intention  to  so 
prepay.  The  mortgagee  may,  however, 
include  in  the  mortgage  a  provision  for 
such  additional  charge  in  the  event  of 
prepayment  of  principal  as  may  be  agreed 
upon  between  the  mortgagor  and  mort¬ 
gagee,  provided,  however,  that  the  mort¬ 
gagor  must  be  permitted  to  prepay  up  to 
15  percent  of  the  original  principal 


amount  of  the  mortgage  in  any  one  cal¬ 
endar  year  without  any  such  additional 
charge. 

§  232.15  Issuance  of  bonds.  In  the 
event  that  bonds  are  to  be  issued  as  a 
part  of  the  insured  mortgage  transac¬ 
tion,  all  arrangements  with  respect  to  the 
issuance  of  sale  of  such  bonds  shall  be 
subject  to  approval  by  the  Commissioner. 

§  232.16  Mortgage  covenant  regarding 
racial  restrictions.  The  mortgage  shall 
contain  a  covenant  by  the  mortgagor 
that  until  the  mortgage  has  been  paid 
in  full,  or  the  contract  of  insurance 
otherwise  terminated,  he  will  not  execute 
or  file  for  record  any  instrument  which 
imposes  a  restriction  upon  the  sale  or 
occupancy  of  the  mortgaged  property  on 
the  basis  of  race,  color,  or  creed.  Such 
covenant  shall  be  binding  upon  the  mort¬ 
gagor  and  his  assigns  and  shall  provide 
that  upon  violation  thereof,  the  mort¬ 
gagee  may,  at  its  option,  declared  the 
unpaid  balance  of  the  mortgage  imme¬ 
diately  due  and  payable. 

ELIGIBLE  MORTGAGORS 

§  232.17  Classification.  In  order  to  be 
eligible  for  insurance  as  a  mortgagor  of 
a  Rental  Housing  project  under  section 
207  such  mortgagor  must  be; 

(a)  Private  mortgagors.  A  private 
corporation,  association,  cooperative  so¬ 
ciety  which  is  a  legal  agent  of  the  owner- 
occupants,  or  trust  (referred  to  In  these 
regulations  as  "mortgagor”,  "corpora¬ 
tion”,  or  "mortgagor  corporation”), 
formed  or  created,  with  the  approval  of 
the  Commissioner  for  the  purpose  of  pro¬ 
viding  housing  for  rent  or  sale,  and  pos¬ 
sessing  powers  necessary  therefor  and 
incidental  thereto,  which  corporation, 
association,  cooperative  society,  or  trust, 
is  regulated  or  restricted  by  the  Commis¬ 
sioner  as  to  rents  or  sales,  charges, 
capital  structure,  rate  of  return,  and 
methods  of  operation.  Such  regulation 
or  restriction  shall  remain  in  effect  until 
such  time  as  the  mortgage  Insurance 
contract  terminates  without  obligation 
upon  the  Commissioner  to  issue  deben¬ 
tures  as  a  result  of  such  termination. 
So  long  as  such,  contract  of  In-surance  is 
in  effect,  the  corporation,  association,  co¬ 
operative  society,  or  trust  shall  engage 
in  no  business  other  than  the  construc¬ 
tion  and  operation  of  a  Rental  Housing 
project:  or 

(b)  Public  mortgagors.  A  Federal  or 
State  instrumentality,  a  municipal  cor¬ 
porate  instrumentality  of  one  or  more 
States,  or  a  limited  dividend  or  redevel¬ 
opment  or  housing  corporation  formed 
under  and  restricted  by  Federal  or  State 
laws  or  regulations  of  a  State  Banking 
or  insurance  department  as  to  rents, 
charges,  capital  structure,  rate  of  return, 
or  methods  of  operation. 

SUPERVISION  OF  MORTGAGORS 

§  232.18  In  general,  (a)  In  the  case 
of  an  eligible  mortgagor  which  is  regu¬ 
lated  or  restricted  for  the  purposes  and 
in  the  manner  provided  in  §  232.17  (b), 
or  in  the  case  of  any  project  covering 
property  located  in  Alaska,  liens  inferior 
to  the  lien  of  the  ’insured  mortgage  may 
be  allowed  against  properties  of  such 
mortgagors ;  Provided,  That  %he  mortga¬ 
gor  in  any  such  case,  must  have  initial 
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funds  which  may  be  considered  in  lieu 
of  the  equity  required  of  other  mortga¬ 
gors,  and  such  funds  (which  may  be  in 
the  form  of  Government  loans,  grants,  or 
subsidies  or  in  other  form)  if  sufficient 
in  amount,  will  be  considered  satisfac¬ 
tory  provided  they  do  not  create  a  lien 
against  the  property  prior  to  that  of  the 
insured  mortgage. 

(b)  In  all  other  cases  a  mortgagor 
must  establish  that  after  final  disburse¬ 
ment  of  the  loan  the  property  covered 
by  the  mortgage  is  free  and  clear  of  all 
liens  other  than  such  mortgage,  and  that 
there  will  not  be  outstanding  any  other 
unpaid  obligation  contracted  in  connec¬ 
tion  with  the  mortgage  transaction  or 
the  purchase  of  the  mortgaged  property, 
except  obligations  which  are  secured  by 
property  or  collateral  owned  by  the 
mortgagor  independently  of  the  mort¬ 
gaged  property. 

(c)  Supervision  of  such  other  mort¬ 
gagors  is  required  by  the  provision  of 
section  207  of  the  act  that  such  mort¬ 
gagors  shall  be  regulated  or  restricted 
by  the  Commissioner.  Such  regulation 
or  restriction  will  be  set  forth  in  the 
certificate  of  incorporation  or  other  in¬ 
strument  under  which  the  mortgagor  is 
created  (hereinafter  referred  to  as  the 
“charter”)  and  will  be  made  effective 
through  the  issuance  of  certain  shares 
of  special  stock  (or  other  evidence  of  a 
beneficial  interest  in  the  mortgagor) 
which  stock  or  interest  will  acquire  ma¬ 
jority  voting  rights  in  the  event  of  de¬ 
fault  under  the  mortgage  or  violation 
of  a  provision  of  the  charter,  but  only 
for  a  period  coexistent  with  the  duration 
of  such  default  or  violation.  Such  spe¬ 
cial  stock  or  interest  issued  to  the  Com¬ 
missioner,  his  nominee  or  nominees  and/ 
or  the  Federal  Housing  Administration 
shall  be  in  sufficient  amount  to  consti¬ 
tute  under  the  laws  of  the  particular 
State  a  valid,  special  class  of  stock  or 
interest  and  shall  be  issued  in  considera¬ 
tion  of  the  payment  by  the  Commis¬ 
sioner  of  not  exceeding  in  the  aggregate 
$100.  Such  stock  shall  be  represented 
by  certificates  issued  in  the  name  of  the 
Commissioner,  and/or  in  the  name  of  his 
nominee  or  nominees,  and/or  in  the 
name  of  the  Federal  Housing  Adminis¬ 
tration,  as  the  Commissioner  shall  re¬ 
quire.  If,  for  any  reason  satisfactory  to 
the  Commissioner  such  regulation  or  re¬ 
striction  is  not  feasible  as  to  a  particular 
mortgagor  through  the  issuance  of 
shares  of  special  stock  or  other  evidence 
of  beneficial  interest,  such  regulation  or 
restriction  shall  be  effected  in  such  form 
and  in  such  manner  as  shall  be  satis¬ 
factory  to  the  Commissioner.  Upon  the 
termination  of  all  obligations  of  the 
Commissioner  under  his  contract  of 
mortgage  insurance  or  any  succeeding 
contract  or  agreement  covering  the 
mortgage  obligation,  including  the  obli¬ 
gation  upon  the  Commissioner  to  issue 
debentures  as  a  result  of  such  termina¬ 
tion.  all  regulation  and  restriction  of  the 
mortgagor  shall  cease.  When  the  right 
of  the  Commissioner  to  regulate  or  re¬ 
strict  the  mortgagor  shall  so  terminate, 
the  shares  of  special  stock  or  other  evi¬ 
dence  of  beneficial  interest  shall  be  sur¬ 
rendered  by  the  Commissioner  upon  re¬ 
imbursement  of  his  payments  therefor 
plus  accrued  dividends,  if  any,  thereon. 


§  232.19  Required  supervision  of  pri¬ 
vate  mortgagors.  The  following  are  the 
items  which  will  be  regulated  or  re¬ 
stricted,  except  in  the  case  of  mortga¬ 
gors  of  the  character  described  in 
§  232.17  (b) : 

(a)  Capital  structure.  (1)  The  spon¬ 
sor’s  equity  in  a  project,  for  dividend 
purposes,  shall  mean,  the  Commis¬ 
sioner’s  estimate  of  the  value  of  the 
project  upon  completion  less  the  face 
amount  of  the  mortgage  plus  required 
cash  working  capital.  Such  equity  when 
contributed  shall  be  in  the  form  of  un¬ 
encumbered  property,  and  such  cash  and 
services  as  the  Commissioner  shall 
require. 

(2)  Such  number  of  shares  of  capital 
stock,  either  with  or  without  par  value, 
in  the  case  of  a  corporation,  or  such 
appropriate  evidences  of  interest,  in  the 
case  of  an  association,  a  cooperative 
society,  or  a  trust,  may  be  issued  as  spon¬ 
sors  may  deem  appropriate.  Such  stock 
or  interest,  together  with  paid  in  sur¬ 
plus,  if  any,  shall  represent  such  equity. 
Additional  stock  or  evidences  of  interest 
may  be  authorized  but  the  charter  shall 
provide  that  it  shall  not  be  issued  except 
with  the  approval  of  the  Commissioner. 
No  stock  or  interest  shall  be  redeemed, 
purchased,  or  paid  off  by  the  mortgagor 
during  the  period  in  which  the  mort¬ 
gage  insurance  is  in  force,  except  with 
the  approval  of  the  Commissioner. 

(3)  The  shares  of  stock  or  interest  is¬ 
sued  to  the  Commissioner  shall  be  in 
sufficient  amount  to  constitute,  under 
the  laws  of  the  particular  jurisdiction, 
a  valid  special  class  of  stock  or  interest 
and  shall  be  issued  in  consideration  of 
the  payment  by  the  Commissioner  of 
not  exceeding  $100. 

(b)  Rate  of  return.  Regular  dividends 
or  distribution  of  income  may  be  de¬ 
clared  or  paid  only  as  of  the  end  of  a 
semiannual  or  annual  fiscal  period.  Div¬ 
idends  or  distribution  of  income  may  be 
declared  and  paid  only  from  earned  in¬ 
come  legally  available  for  dividends  or 
distribution  of  income  in  excess  of  all 
operating  expenses,  taxes,  assessments, 
fixed  charges,  mortgage  insurance  pre¬ 
miums,  required  allocations  to  the  Fund 
for  Replacements,  and  interest  and  prin¬ 
cipal  on  the  insured  mortgage  including 
principal  payments  permitted  to  be 
passed  by  reason  of  prepayments  there¬ 
tofore  made.  No  regular  dividends  or 
distribution  of  income  may  be  declared  or 
paid  for  any  fiscal  year  in  excess  of  6 
percent  per  annum  of  the  equity  as  val¬ 
ued  by  the  Commissioner  but  may  be 
cumulative  from  year  to  year,  and  the 
dollar  amount  of  such  dividends  or  dis¬ 
tribution  of  income  shall  be  stated  in  the 
charter;  Provided,  That  one-half  of  such 
earned,  income  in  excess  of  regular  divi¬ 
dends  or  distribution  of  income  may  be 
declared  or  paid  as  extra  dividends  or 
distribution  of  income  for  a  fiscal  year  as 
of  the  end  of  such  year.  The  charter  will 
make  provision  f  or  dividends  or  distribu¬ 
tion  of  income  as  provided  herein  and 
will  also  provide  that  in  any  event  one- 
half  of  earned  income  in  excess  of  regular 
dividends  or  distribution  of  income  shall 
be  applied  annually  In  reduction  of  prin¬ 
cipal  of  the  insured  mortgage. 

(c)  Control  of  funds  during  construc¬ 
tion.  (1)  From  its  capital  funds  the 


mortgagor  shall  deposit  with  the  mort¬ 
gagee  or,  in  a  depository  satisfactory  to 
the  mortgagee  and  under  control  of  the 
mortgagee  an  amount  equivalent  to  not 
less  than  IVi  percent  of  the  original 
principal  amount  of  the  mortgage,  for  the 
purpose  of  meeting  the  cost  of  equipping 
and  renting  the  project  subsequent  to 
completion  of  construction  of  the  entire 
project  or  units  thereof  and.  during  the 
course  of  construction,  for  allocation  by 
the  mortgagee  to  the  accruals  for  taxes, 
mortgage  insurance  premiums,  hazard 
insurance  premiums  and  assessments  re¬ 
quired  by  the  terms  of  the  mortgage  as 
outlined  in  §  232.13. 

(2)  The  mortgagor  must  establish  in 
a  manner  satisfactory  to  the  Commis¬ 
sioner  that,  in  addition  to  the  proceeds 
of  the  insured  mortgage,  the  mortgagor 
has  funds  sufficient  to  assure  completion 
of  construction  of  the  project  and  to  pay 
all  carrying  charges,  financing  and  or¬ 
ganization  expenses  incidental  to  the 
construction  of  the  project  which  funds 
shall  be  deposited  with  and  held  by  the 
mortgagee  in  a  special  account  or  by  an 
acceptable  depository  designated  by  the 
mortgagee  under  an  appropriate  agree¬ 
ment  approved  by  the  Commissioner 
which  will  require  all  such  construction 
funds  to  be  expended  for  work  and  ma¬ 
terial  on  the  physical  improvements 
prior  to  the  advance  of  any  mortgage 
money  and  for  other  charges  and  ex¬ 
penses  to  be  paid  when  due. 

(3)  The  Commissioner  may  require 
the  deposit  with  the  mortgagee  or  with 
an  acceptable  trustee  or  escrow  agent 
designated  by  the  mortgagee  under  an 
appropriate  agreement  of  such  cash  as 
may  be  required  for  the  completion  of 
offsite  public  utilities  and  streets. 

(4)  The  Commissioner,  the  mortgagor 
and  the  mortgagee  shall,  prior  to  the 
insurance  of  the  mortgage,  agree  with 
respect  to  the  manner  and  conditions 
under  which  advances  (if  any)  during 
construction  are  to  be  made  by  the  mort¬ 
gagee  and  approved  for  insurance  by  the 
Commissioner. 

(5)  Such  agreement  shall  require  the 
mortgagee  to  notify  the  Commissioner, 
through  the  insuring  office  having  juris¬ 
diction  over  the  territory  in  which  the 
property  is  situated,  in  writing,  on  an  ap¬ 
plication  form  prescribed  by  the  Com¬ 
missioner,  of  the  proposed  date  and  the 
amount  of  the  advance  to  be  made,  and 
the  Commissioner  shall  deliver  to  the 
mortgagee  within  a  reasonable  time  from 
the  date  of  such  notice  a  certificate  exe¬ 
cute^  on  behalf  of  the  Commissioner  on 
a  form  prescribed  by  him  setting  forth 
the  amount  approved  for  insurance  or 
advising  the  mortgagee  of  the  Commis¬ 
sioner’s  nonapproval  and  setting  forth 
the  reasons  therefor. 

(6)  Such  agreement  shall  be  set  forth 
on  a  form  prescribed  by  the  Commis¬ 
sioner;  shall  contain  such  additional 
terms,  conditions,  and  provisions  as  the 
Commissioner  shall  in  the  particular 
case  prescribe  or  approve,  and  when 
properly  executed  by  the  Commissioner 
and  the  mortgagee,  shall  constitute  a 
part  of  the  mortgage  insurance  contract. 
When  all  advances  of  mortgage  money 
approved  for  insurance  by  the  Com¬ 
missioner  have  been  made,  the  original 
credit  instrument  will  be  finally  endorsed 
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for  insurance  for  the  total  of  such  ad¬ 
vances  as  provided  for  in  the  Adminis¬ 
trative  Regulations. 

(7)  No  advance  imder  any  mortgage 
shall  be  eligible  for  Insurance  unless 
there  is  filed  with  the  application  for 
such  advance  a  certificate  or  certificates 
in  the  form  required  by  the  Commis¬ 
sioner,  certifying  that  the  laborers  and 
mechanics  employed  in  the  construction 
of  the  dwelling  or  dwellings  or  housing 
project  involved  have  been  paid  not  less 
than  the  wages  prevailing  in  the  locality 
in  which  the  work  was  performed  for  the 
corresponding  classes  of  laborers  and 
mechanics  employed  on  construction  of 
a  similar  character,  as  determined  by 
the  Secretary  of  Labor  prior  to  the  be¬ 
ginning  of  construction  and  after  the 
date  of  filing  of  the  application  for 
Insurance. 

(8)  Assurance  for  the  completion  of 
a  project  may  be  either  a  l^nd  of  a 
surety  company  satisfactory  to  the  Com¬ 
missioner  on  the  standard  form  pre¬ 
scribed  by  the  Commissioner  or  on  the 
standard  A.  I.  A.  form  of  performance 
bond  with  the  mortgagor  and  mortgagee 
as  joint  obligees  in  the  penal  sum  of 
at  least  10  percent  of  the  cost  of  con¬ 
struction  of  the  project,  or  the  personal 
undertaking  or  obligation  in  a  form  and 
by  an  obligor  or  obligors  designated  by 
the  mortgagee  and  satisfactory  to  the 
Commissioner  in  an  amount  at  least 
equal  to  10  percent  of  the  construction 
cost  of  the  project,  or  an  escrow  deposit 
with  the  mortgagee,  or  with  a  deposi¬ 
tory  satisfactory  to  the  mortgagee  and 
the  Commissioner,  of  cash  or  securities 
of,  or  fully  guaranteed  as  to  principal 
and  Interest  by,  the  United  States  of 
America,  under  a  completion  assurance 
agreement  prescribed  by  the  Commis¬ 
sioner,  of  an  amount  at  least  equal  to 
10  percent  of  the  estimated  cost  of  con¬ 
struction  of  the  project,  or  may  be  in 
such  other  form  as  may  be  recom¬ 
mended  by  the  mortgagee  and  approved 
in  writing  by  the  Commissioner. 

(d)  Rents  and  charges.  Except  as 
hereinafter  provided: 

(1)  No  charge  shall  be  made  by  the 
mortgagor  corporation  for  the  accom¬ 
modations  offered  by  the  project  in  ex¬ 
cess  of  a  rental  schedule  to  be  filed  with 
the  Commissioner  and  approved  by  him 
or  his  duly  constituted  representative  in 
writing  prior  to  the  opening  of  the  proj¬ 
ect  for  rental,  which  schedule  shall  not 
exceed,  except  with  the  prior  written 
consent  of  the  Commissioner  a  maximum 
average  rental  fixed  prior  to  the  insur¬ 
ance  of  the  mortgage.  In  establishing 
such  maximum  and  in  passing  upon  ap¬ 
plications  for  changes,  consideration  will 
be  given  the  following  and  similar 
factors: 

(i)  Rental  income  necessary  to  main¬ 
tain  the  economic  soundness  of  the 
project. 

<ii)  Rental  income  necessary  to  pro¬ 
vide  reasonable  return  on  the  investment 
consistent  with  providing  reasonable 
rentals  to  tenants. 

(2>  The  established  maximum  rental 
shall  be  the  maximum  authorized  charge 
against  any  tenant  for  the  accommoda¬ 
tions  offered  exclusive  of  telephone,  gas, 
electric,  and  refrigeration  facilities. 
Charges  in  addition  to  such  maximum 


rental  may  be  made  against  a  tenant  for 
telephone,  gas,  electric,  refrigeration, 
and  other  facilities  and  privileges  fur¬ 
nished  by  the  mortgagor,  but  only  with 
the  prior  written  approval  of  the  Com¬ 
missioner. 

(e)  Methods  of  operation.  (1)  No 
compensation  shall  be  paid  by  the  corpo¬ 
ration  except  for  necessary  services  and 
except  at  such  rate  as  is  fair  and  reason¬ 
able  in  the  locality  for  similar  services, 
nor,  except  with  the  prior  written  ap¬ 
proval  of  the  Commissioner,  shall  any 
compensation  be  paid  by  the  corporation 
to  its  officers,  directors,  or  stockholders, 
or  to  any  person,  or  corporation  for 
supervisory  or  managerial  services,  nor 
shall  any  compensation  be  paid  by  the 
corporation  to  any  employee  in  excess  of 
three  thousand  dollars  ($3,000)  per  an¬ 
num,  except  with  such  prior  written 
approval.  No  oflBcer,  director,  stock- 
holder,  agent,  or  employee  of  the  corpo-  ' 
ration  shall  in  any  manner  become 
indebted  to  the  corporation. 

(2)  The  corporation  shall  maintain 
its  project,  the  grounds,  buildings,  and 
equipment  appurtenant  thereto,  in  good 
repair  and  in  such  condition  as  will  pre¬ 
serve  the  health  and  safety  of  its  tenants. 

(3)  A  Fund  for  Replacements  shall  be 
accumulated  and  maintained  with  the 
mortgagee  so  long  as  the  mortgage  in¬ 
surance  is  in  force,  and  the  amount  and 
type  of  such  Fund  and  the  conditions 
under  which  it  shall  be  accumulated, 
replenished  and  used,  shall  be  specified 
in  the  charter.  Failure  to  comply  with 
the  terms  of  this  requirement  may  be 
considered  by  the  Commissioner  as  a  de¬ 
fault  under  the  terms  of  the  charter. 

(4)  The  corporation,  its  property, 
equipment,  buildings,  plans,  offices,  ap¬ 
paratus,  devices,  books,  contracts,  rec¬ 
ords,  documents,  and  papers  shall  be 
subject  to  inspection  and  examination 
by  the  Commissioner  or  his  duly  author¬ 
ized  agent  at  all  reasonable  times. 

(5)  The  books  and  accounts  of  the 
corporation  shall  be  kept  in  accordance 
with  the  uniform  system  of  accounting 
prescribed  by  the  Commissioner.  The 
corporation  shall  file  with  the  Commis¬ 
sioner  the  following  reports  verified  by 
the  signature  of  such  officers  of  the  cor¬ 
poration  as  the  Commissioner  may  desig¬ 
nate  and  in  such  form  as  prescribed  by 
the  Commissioner: 

(i)  Monthly  occupancy  reports,  when 
required  by  the  Commissioner; 

(ii)  A  semiannual  financial  statement 
within  sixty  (60)  daj^  after  the  declara¬ 
tion  of  any  semiannual  dividends; 

(iii)  Annual  reports  prepared  by  a 
certified  public  accountant,  to  be  filed 
within  sixty  (60)  days  after  the  end  of 
each  fiscal  year; 

(iv)  Specific  answers  to  questions  upon 
which  information  is  desired  from  time 
to  time  relative  to  the  operation  and 
condition  of  the  property  and  the  status 
of  the  Insured  mortgage; 

(v)  Copies  of  minutes  of  stockholders’ 
and  directors’  meetings  certified  to  by  the 
Secretary  of  the  Corporation. 

§  232.20  No  discrimination  against 
children.  The  mortgagor  must  certify 
under  oath  that  in  selecting  tenants  for 
the  property  covered  by  the  mortgage, 
the  mortgagor  will  not  discriminate 


against  any  family  by  reason  of  the  fact 
that  there  are  children  in  the  family, 
and  that  the  mortgagor  will  not  sell  the 
property  while  the  mortgage  insurance 
is  in  effect  unless  the  purchaser  also  so 
certifies,  such  certifications  to  be  filed 
with  the  Commissioner.  (The  act  pro¬ 
vides  that  violation  of  any  such  certifica¬ 
tion  shall  be  a  misdemeanor  punishable 
by  a  fine  of  not  to  exceed  $500.) 

ELIGIBLE  MORTGAGEES 

§  232.21  Classifications,  (a)  The  fol¬ 
lowing  may  become  the  mortgagee  of  a 
mortgage  Insured  under  section  207  of 
the  National  Housing  Act: 

(1)  Any  institution  or  organization 
which  is  approved  as  a  mortgagee  under 
the  National  Housing  Act;  and 

(2)  Any  other  chartered  institution  or 
permanent  organization  having  succes¬ 
sion,  upon  its  approval  by  the  Commis¬ 
sioner  for  a  particular  transaction. 

(b)  The  mortgagee  must  demonstrate 
to  the  satisfaction  of  the  Commissioner 
its  ability  to  make  the  mortgage  and 
service  the  same.  The  Commissioner  re¬ 
serves  the  right  to  refuse  to  approve  any 
institution  or  organization  as  the  mort¬ 
gagee  of  a  particular  mortgage  or  to 
withhold  any  such  approval  pending 
compliance  by  such  institution  or  organi¬ 
zation,  with  additional  conditions  which 
in  the  discretion  of  the  Commissioner  are 
required  in  the  particular  case. 

(c)  Approval  of  a  mortgagee  may  be 
withdrawn  by  notice  from  the  Commis¬ 
sioner  for  cause  sufficient  to  the  Com¬ 
missioner,  but  no  withdrawal  will  In  any 
way  affect  the  insurance  on  mortgages 
theretofore  accepted  for  insurance. 

§  232.22  Required  inspections.  As  a 
condition  precedent  to  Insurance,  the 
mortgagee  must  agree  that  so  long  as 
the  mortgage  is  an  insured  mortgage.  It 
will  ascertain  the  general  physical  condi¬ 
tion  of  the  mortgaged  property  In  each 
calendar  year  commencing  with  the  cal¬ 
endar  year  following  completion  of  the 
project  and  will  furnish  the  Commis¬ 
sioner  with  a  copy  of  its  Inspection  re¬ 
port.  If,  at  any  time,  it  be  determined 
by  the  mortgagee  that,  in  addition  to 
ordinary  wear  and  tear,  the  mortgaged 
property  is  being  subjected  to  permanent 
or  substantial  injury,  through  unreason¬ 
able  use,  abuse  or  neglect,  the  mortgagee 
will,  unless  adequate  provision  satis¬ 
factory  to  a  prudent  lender  is  made  for 
the  proiQpt  restoration  of  the  mortgaged 
property,  forthwith  take  such  action  as 
may  be  available  to  it  under  the  mort¬ 
gage  and  appropriate  to  the  particular 
case,  for  the  protection  and  preservation 
of  the  mortgaged  property  and  the  in¬ 
come  therefrom,  and  the  submission  of 
an  application  for  insurance  shall  be 
evidence  of  such  agreement. 

ELIGIBLE  PROPERTIES 

§  232.23  Eligibility  of  property,  (a' 
A  mortgage  to  be  eligible  for  insurance 
must  be  on  real  estate  held  in  fee  simple, 
or  on  the  interest  of  the  lessee  under  a 
lease  for  not  less  than  ninety-nine  (99) 
years  which  is  renewable  or  under  a 
lease  having  a  period  of  not  less  than 
seventy-five  (75)  years  to  run  from  the 
date  the  mortgage  is  executed,  or  under 
a  lease  executed  by  a  governmental 
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agency  for  the  maximum  term  consistent 
with  its  legal  authority,  provided  such 
lease  has  a  period  of  not  less  than  fifty 
(50)  years  to  run  from  the  date  the 
mortgage  is  executed. 

(b)  The  property  constituting  secu¬ 
rity  for  the  mortgage  must  be  held  by  an 
eligible  mortgagor  as  herein  defined  and 
must  at  the  time  the  mortgage  is  insured 
be  free  and  clear  of  all  liens  other  than 
that  of  such  mortgage  except  as  pro¬ 
vided  in  §  232.18  (a). 

§  232.24  Development  of  property. 
At  the  time  the  mortgage  is  insured: 

(a)  The  mortgagor  shall  be  obligated 
to  construct  and  complete  new  housing 
accommodations  on  the  mortgaged  prop¬ 
erty  designed  principally  for  residential 
use,  conforming  to  standards  satisfac¬ 
tory  to  the  Commissioner,  and  consisting 
of  not  less  than  twelve  (12)  rentable 
dwelling  units  on  one  site  and  may  be 
detached,  semi-detached,  or  row  houses, 
or  multi-family  structures. 

(b)  There  shall  be  located  on  the 
mortgaged  property  a  building  or  build¬ 
ings,  which,  upon  completion  of  proposed 
improvements,  shall  provide  housing  ac¬ 
commodations  designed  principally  for 
residential  use.  conforming  to  standards 
satisfactory  to  the  Commissioner,  and 
containing  at  least  twelve  (12)  rentable 
dwelling  units  preferably  but  not  neces¬ 
sarily  contiguous  and  so  located  in  rela¬ 
tion  to  one  another  as  to  effect  a 
substantial  improvement  of  housing 
standards  and  conditions  in  the  neigh¬ 
borhood. 

(c)  Such  dwelling  and  other  improve¬ 
ment,  if  any,  must  not  violate  any  zoning 
or  deed  restrictions  applicable  to  the 
project  site  (other  than  race  restric¬ 
tions)  ,  and  must  comply  with  all  appli¬ 
cable  building  and  other  governmental 
regulations. 

(d)  Any  project  may  include  such 
commercial  and  community  facilities  as 
the  Commissioner  deems  adequate  to 
serve  the  occupants. 

§  232.25  Certificate  of  mortgagor  re¬ 
garding  racial  restrictions.  A  mortga¬ 
gor  must  establish  that  no  restriction 
upon  the  sale  or  occupancy  of  the  mort¬ 
gaged  property,  on  the  basis  of  race, 
color,  or  creed,  has  been  filed  of  record 
at  any  time  subsequent  to  February  15, 
1950,  and  prior  to  the  recording  of  the 
mortgage  offered  for  insurance,  and 
must  certify  that,  until  the  mortgage 
has  been  paid  in  full  or  the  contract  of 
insurance  otherwise  terminated,  he  will 
not  file  for  record  any  such  restriction 
affecting  the  mortgaged  property  or  exe¬ 
cute  any  agreement,  lease,  or  conveyance 
affecting  the  mortgaged  property  which 
imposes  any  such  restriction  upon  its 
sale  or  occupancy. 


§  232.26  Eligibility  of  title.  In  order 
for  the  mortgaged  property  to  be  eligible 
for  insurance,  the  Commissioner  must 
determine  that  marketable  title  thereto 
is  vested  in  the  mortgagor  as  of  the  date 
the  mortgage  is  filed  for  record.  The 
title  evidence  will  be  examined  by  the 
Commissioner  and  the  original  endorse- 
*  ment  of  the  credit  instrument  for  in¬ 
surance  will  be  evidence  of  its 
acceptability. 


§  232.27  Title  evidence.  Upon  in¬ 
surance  of  the  mortgage,  the  mortgagee, 
without  expense  to  the  Commissioner, 
shall  furnish  to  the  Commissioner  a 
survey  satisfactory  to  him  and  a  policy 
of  title  Insurance  as  provided  in  para¬ 
graph  (a)  of  this  section,  or,  if  the  mort¬ 
gagee  is  unable  to  furnish  such  policy  for 
reasons  satisfactory  to  the  Commis¬ 
sioner,  the  mortgagee,  .without  expense 
to  the  Commissioner,  shall  furnish  such 
evidence  of  title  as  provided  in  para¬ 
graphs  (b),  (c)  or  (d)  of  this  section, 
as  the  Commissioner  may  require, 

(a)  A  policy  of  title  insurance  with  re¬ 
spect  to  such  mortgage,  issued  by  a  com¬ 
pany  satisfactory  to  the  Commissioner. 
Such  policy  shall  comply  with  the 
“L.  I.  C.  Standard  Mortgagee  Form”,  or 
the  “A.  T.  A.  Standard  Mortgagee  Form”, 
or  such  other  form  as  may  be  approved 
by  the  Commissioner;  shall  be  payable  to 
the  mortgagee  and  the  Commissioner  as 
their  respective  interests  may  appear; 
and  shall  become  an  owner’s  policy,  run¬ 
ning  to  the  mortgagee  as  owner  upon  the 
acquisition  of  the  property  by  the 
mortgagee  in  extinguishment  of  the  debt 
through  foreclosure  or  by  other  means  as 
provided  in  §  233.5  (b)  (1),  and  to  the 
Commissioner  as  owner  upon  the  acqui¬ 
sition  of  the  property  by  him  pursuant 
to  the  mortgage  insurance  contract. 

(b)  An  abstract  of  title  satisfactory  to 
the  Commissioner,  prepared  by  an  ab¬ 
stract  company  or  individual  engaged 
in  the  business  of  preparing  abstracts 
of  title,  accompanied  by  a  legal  opinion 
satisfactory  to  the  Commissioner,  as  to 
the  quality  of  such  title,  signed  by  an 
attorney  at  law  experienced  in  the  exam¬ 
ination  of  titles. 

(c)  A  Torrens  or  similar  title  certifi¬ 
cate. 

(d)  Evidence  of  title  conforming  to 
the  standards  of  a  supervising  branch  of 
the  Government  of  the  United  States  of 
America,  or  of  any  State  or  Territory 
thereof. 

EFFECTIVE  DATE 

§  232.28  Effective  date.  These  ad¬ 
ministrative  rules  in  this  part  shall  be 
effective  as  to  all  mortgages  with  respect 
to  which  a  commitment  to  insure  shall  be 
issued  on  or  after  the  date  hereof. 

Issued  at  Washington,  D.  C.,  this  20th 
day  of  April  1950. 

Franklin  D.  Richards, 
Federal  Housing  Commissioner. 

(F.  R.  Doc,  60-3530;  Piled.  Apr.  25,  1950; 
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233.16  Effective  date. 

Authority:  §§  233.0  to  233.16  issued  un¬ 
der  sec.  211,  52  Stat.  23;  12  U.  S.  C.  1715b. 

§  233.0  Citations.  The  regulations  in 
this  part  may  be  cited  as  24  CFR,  Part 
233,  and  referred  to  as  “Regulations  of 
the  Federal  Housing  Commissioner 
under  section  207  of  the  National  Hous¬ 
ing  Act  for  Rental  Housing  Projects,  re¬ 
vised  April  20th,  1950.” 

§  233.1  Definitions.  As  used  in  the 
regulations  in  this  part: 

(a)  The  term  “Commissioner”  means 
the  Federal  Housing  Commissioner. 

(b)  The  term  “act”  means  the  Na¬ 
tional  Housing  Act,  as  amended. 

(c)  The  term  “mortgage”  means  such 
a  first  lien  upon  real  estate  and  other 
property  as  is  commonly  given  to  secure 
advances  (including  but  not  being  lim¬ 
ited  to  advances  during  construction) 
on,  or  the  unpaid  purchase  price  of,  real 
estate  under  the  laws  of  the  State,  dis¬ 
trict,  or  territory  in  which  the  real  estate 
is  located,  together  with  the  credit  in¬ 
strument  or  instruments,  if  any,  secured 
thereby. 

(d)  The  term  “insured  mortgage” 
means  a  mortgage  which  has  been  in¬ 
sured  by  the  endorsement  of  the  credit 
instrument  by  the  Commissioner,  or  his 
duly  authorized  representative. 

(e)  The  term  “contract  of  insurance” 
means  the  agreement  evidenced  by  such 
endorsement  and  includes  the  terms, 
conditions  and  provisions  of  the  regula¬ 
tions  in  this  part  and  of  the  National 
Housing  Act. 

(f)  The  term  “mortgagor”  means  the 
original  borrower  under  a  mortgage  and 
its  successors  and  such  of  its  assigns  as 
are  approved  by  the  Commissioner. 

(g)  The  term  “mortgagee”  means  the 
original  lender  under  a  mortgage,  its 
successors  and  such  of  its  assigns  as  are 
approved  by  the  Commissioner,  and  in¬ 
cludes  the  holders  of  the  credit  instru¬ 
ments  issued  under  a  trust  mortgage  or 
deed  of  trust  pursuant  to  which  such 
holders  act  by  and  through  a  trustee 
therein  named. 

PREMIUMS 

§  233.2  First,  second  and  third  pre¬ 
miums.  The  mortgagee,  upon  the  in¬ 
itial  endorsement  of  the  mortgage  for 
Insurance,  shall  pay  to  the  Commissioner 
a  first  mortgage  insurance  premium 
equal  to  Vi  of  1  percent  of  the  original 
face  amount  of  the  mortgage. 
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RULES  AND  REGULATIONS 


(a)  If  the  date  of  the  fiist  principal 
payment  is  more  than  one  year  follow¬ 
ing  the  date  of  such  initial  insurance 
endorsement  the  mortgagee,  upon  the 
anniversary  of  such  insurance  date,  shall 
pay  a  second  premium  equal  to  V2  of  1 
percent  of  the  original  face  amount  of 
the  mortgage. 

On  the  date  of  the  first  principal  pay¬ 
ment  the  mortgagee  shall  pay  a  third 
premium  equal  to  V2  of  1  percent  of  the 
average  outstanding  principal  obligation 
of  the  mortgage  for  the  following  year 
which  shall  be  adjusted  so  as  to  accord 
with  such  date  and  so  that  the  aggregate 
of  the  said  three  premiums  shall  equal 
the  sum  of  1  percent  of  the  average  out¬ 
standing  principal  obligation  of  the 
mortgage  for  the  year  following  the  date 
of  initial  insurance  endorsement  and  Mz 
of  1  percent  per  annum  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  for  the  period  from  the  first 
anniversary  of  the  date  of  initial  insur¬ 
ance  endorsement  to  one  year  following 
the  date  of  the  first  principal  payment. 

(b)  If  the  date  of  the  first  principal 
payment  is  one  year  or  less  than  one 
year  following  the  date  of  such  initial 
insurance  endorsement  the  mortgagee, 
upon  such  first  principal  payment  date, 
shall  pay  a  second  premium  equal  to 

of  1  percent  of  the  average  outstanding 
principal  obligation  of  the  mortgage  for 
the  following  year  which  shall  be  ad¬ 
justed  so  as  to  accord  with  such  date  and 
so  that  the  aggregate  of  the  said  two 
premiums  shall  equal  the  sum  of  1  per¬ 
cent  per  annum  of  the  average  outstand¬ 
ing  principal  obligation  of  the  mortgage 
for  the  period  from  the  date  of  initial 
insurance  endorsement  to  the  date  of 
first  principal  payment  and  Vz  of  1  per¬ 
cent  of  the  average  outstanding  principal 
obligation  of  the  mortgage  for  the  year 
following  the  date  of  the  first  principal 
payment. 

(c)  Where  the  credit  in.strument  is 
initially  and  finally  endorsed  for  insur¬ 
ance  pursuant  to  a  Commitment  to  In¬ 
sure  Upon  Completion,  the  mortgagee  on 
the  date  of  the  first  principal  payment 
shall  pay  a  second  premium  equal  to  >'2 
of  1  percent  of  the  average  outstanding 
principal  obligation  of  the  mortgage  for 
the  year  following  such  first  principal 
payment  date  which  shall  be  adjusted  so 
as  to  accord  with  such  date  and  so  that 
the  aggregate  of  the  said  two  premiums 
shall  equal  the  sum  of  of  1  percent  per 
annum  of  the  average  outstanding  prin¬ 
cipal  obligation  of  the  mortgage  for  the 
period  from  the  date  of  the  insurance  en- 
dor.sement  to  one  year  following  the  date 
of  the  first  principal  payment. 

(d)  Until  the  mortgage  is  paid  in  full 
or  until  claim  under  the  contract  of  in¬ 
surance  is  made  or  until  the  contract  of 
insurance  shall  terminate,  the  mortgagee, 
on  each  anniversary  of  the  date  of  the 
first  principal  payment,  shall  pay  an  an¬ 
nual  mortgage  insurance  premium  equal 
to  !  2  of  1  percent  of  the  average  out¬ 
standing  principal  obligation  of  the 
mortgage  for  the  year  following  the  date 
on  which  such  premium  becomes  payable. 

(e)  The  premiums  payable  on  and 
after  the  date  of  the  first  principal  pay¬ 
ment  shall  be  calculated  in  accordance 
with  the  amortization  provisions  without 


taking  into  account  delinquent  payments 
or  prepayments. 

(f)  Premiums  shall  be  payable  in  cash 
or  in  debentures  issued  by  the  Commis¬ 
sioner  under  Title  II  of  the  act  at  par 
plus  accrued  interest.  All  premiums  are 
payable  in  advance  and  no  refund  can 
be  made  of  any  portion  thereof  except 
as  hereinafter  provided  in  §  233.3  (d). 

5  233.3  Adjusled  premium  charge. 

(a)  In  the  event  that  the  principal  ob¬ 
ligation  of  any  mortgage  accepted  for 
Insurance  is  paid  in  full  prior  to  ma¬ 
turity,  the  mortgagee  shall  within  thirty 
(30)  days  thereafter  notify  the  Com¬ 
missioner  of  the  date  of  prepayment  and 
shall  collect  from  the  mortgagor  and 
pay  to  the  Conunissioner  in  the  case  of 
a  mortgage  prepaid  within  five  years 
from  the  date  of  the  initial  endorsement 
for  insurance,  an  adjusted  premium 
charge,  in  the  nature  of  a  prepayment 
premium,  of  2  percent  of  the  original 
face  amount  of  the  prepaid  mortgage, 
and  in  the  event  the  mortgage  is  prepaid 
after  five  years  from  the  date  of  initial 
endorsement  for  insurance,  an  adjusted 
premium  charge  of  1  percent  of  the 
original  face  amount  of  the  prepaid 
mortgage,  except  that  if  at  the  time  of 
any  such  prepayment  there  is  placed 
on  the  mortgaged  property  a  new  insured 
mortgage  in  an  amount  less  than  the 
original  principal  amount  of  the  mort¬ 
gage,  the  adjusted  premium  charge  pro¬ 
vided  above  shall  be  based  upon  the 
difterence  between  such  amounts. 

(b)  In  no  event  shall  the  adjusted  pre¬ 
mium  charge  exceed  the  aggregate 
amount  of  premium  charges  which  would 
have  been  payable  if  the  mortgage  had 
continued  to  be  insured  until  maturity. 

(c)  No  adjusted  premium  charge  shall 
be  due  the  Commissioner  in  the  following 
cases: 

(1)  Where  at  the  time  of  such  prepay¬ 
ment  there  is  placed  on  the  mortgaged 
property  a  new  insured  mortgage  for  an 
amount  equal  to  or  greater  than  the  orig¬ 
inal  principal  amount  of  the  prepaid 
mortgage:  or 

(2)  Where  the  final  maturity  sp>ecified 
in  the  mortgage  is  accelerted  solely  by 
reason  of  partial  prepayments  made  by 
the  mortgagor  which  do  not  exceed  in 
any  one  calendar  year  15  percent  of  the 
original  face  amount  of  the  mortgage;  or 

(3)  Where  the  final  maturity  specified 
in  the  mortgage  is  accelerated  solely  by 
reason  of  payments  to  principal  to  com¬ 
pensate  for  damage  to  the  mortgaged 
property,  or  a  release  of  a  part  of  such 
property;  if  approved  by  the  Commis¬ 
sioner;  or 

(4)  Where  payment  in  full  is  made  of 
a  delinquent  mortgage  on  which  fore¬ 
closure  proceedings  have  been  com¬ 
menced,  or  for  the  purpose  of  avoiding 
foreclosure,  if  the  Commissioner,  in  his 
discretion,  agrees  in  writing  to  waive  the 
payment  thereof;  or 

( 5 )  Where,  at  the  time  of  such  prepay¬ 
ment,  there  Is  placed  on  the  property  a 
new  insured  mortgage  less  than  the  orig¬ 
inal  principal  amount  of  the  prepaid 
mortgage:  Provided.  That  the  Commis¬ 
sioner  finds  that  the  coUection  of  such 
charge  would  be  inequitable  under  the 
particular  circumstances  of  the  trans¬ 
action. 


Upon  such  prepayment  the  contract  of 
insurance  shall  terminate. 

(d)  At  the  time  of  prepayment,  the 
Commissioner  will  refund  to  the  mort¬ 
gagee  for  the  account  of  the  mortgagor 
an  amount  equal  to  the  pro  rata  portion 
of  the  current  annual  mortgage  insur¬ 
ance  premium  theretofore  paid,  which 
is  applicable  to  the  portion  of  the  year 
subsequent  to  such  prepayment. 

INSURANCE  ENDORSEMENT 

S  233.4  Form  of  endorsement,  (a) 
Upon  compliance  satisfactory  to  the 
Commissioner  with  the  terms  and  con¬ 
ditions  of  his  commitment  to  insure,  the 
Commissioner  shall  endorse  the  original 
credit  instrument  in  form  as  follows: 

No _ 

Insured  under  section  207 
of  the  National  Housing  Act 
and  Regulations  thereunder  of  the 
Federal  Housing  Commissioner 

In  effect  on _ 

to  the  extent  of  advances 
Approved  by  the  Commissioner 
Federal  Housing  Commissioner 

By  — . . . 

Authorized  agent 
Date _ 

(b)  The  mortgage  shall  be  an  insured 
mortgage  from  the  date  of  such  endorse¬ 
ment.  The  Commissioner  and  the  mort¬ 
gagee  shall  thereafter  be  bound  by  the 
regulations  in  this  part  with  the  same 
force  and  to  the  same  extent  as  if  a 
separate  contract  had  been  executed  re¬ 
lating  to  the  insured  mortgage,  including 
the  provisions  of  the  regulations  in  this 
part  and  of  the  National  Housing  Act. 

(c)  After  all  advances  under  the 
mortgage  have  been  made  with  the  ap¬ 
proval  of  the  Commissioner,  the  Com¬ 
missioner  shall,  upon  presentation  of  the 

>  original  credit  instrument,  make  a  nota¬ 
tion  below  the  insurance  endorsement  in 
form  as  follows: 

A  total  sum  of  $ _ 

has  been  approved  for  Insurance  hereunder 
by  the  Commissioner 
Federal  Housing  Commissioner 

By - 

Authorized  agent 
Date _ 

RIGHTS  AND  DUTIES  OF  A  MORTGAGEE  UNDER 
THE  CONTRACT  OF  INSURANCE 

§  233.5  Benefits  of  insurance.  The 
mortgagee  shall  be  entitled  to  receive  the 
benefits  of  the  insurance,  at  its  option, 
either  as  provided  in  paragraph  <a)  or 
paragraph  (b)  of  this  section: 

(a)  By  assignment.  If  the  mortgagor 
fails  to  make  any  payment  due  under 
or  provided  to  be  paid  by  the  term.s  of 
the  mortgage,  whether  or  not  such  fail- 
uie  to  pay  is  caused  by  failure  to  per¬ 
form  some  other  covenant  or  obligation 
under  the  mortgage  because  of  which 
the  mortgagee  has  declared  the  full 
amouht  due  and  payable  under  an  ac¬ 
celeration  clause  contained  therein,  and 
such  failure  continues  for  a  period  of 
thirty  (30)  days,  the  mortgage  shall  be 
considered  in  default  and  the  mortgagee 
shall  within  thirty  (30)  days  thereafter 
give  notice  in  writing  to  the  Commis¬ 
sioner  of  such  default.  At  any  time 
within  thirty  (30)  days  after  the  date  of 
such  notice,  or  within  such  further  pe¬ 
riod  as  may  be  agreed  upon  by  the  Com- 
.  missioner  in  writing,  the  mortgagee  shall, 
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in  such  manner  as  the  Commissioner 
may  require,  assign,  transfer,  and  de¬ 
liver  to  the  Commissioner  the  original 
credit  instrument  and  the  mortgage  se¬ 
curing  the  same,  without  recourse  or 
warranty,  except  that  the  mortgagee 
must  warrant  that  no  act  or  omission 
of  the  mortgagee  has  impaired  the 
validity  and  priority  of  the  mortgage, 
that  the  mortgage  is  prior  to  all  me¬ 
chanics’  and  materialmen’s  liens  filed  of 
record  subsequent  to  the  recording  of 
such  mortgage  regardless  of  whether 
such  liens  attached  prior  to  such  record¬ 
ing  date,  and  prior  to  all  liens  and  en¬ 
cumbrances  which  may  have  attached  or 
defects  which  may  have  arisen  subse¬ 
quent  to  the  recording  of  such  mortgage 
except  such  liens  or  other  matters  as 
may  be  approved  by  the  Commissioner, 
that  the  amount  stated  in  the  instru¬ 
ment  of  assignment  is  actually  due  and 
owing  under  the  mortgage,  that  there 
are  no  offsets  or  counterclaims  thereto, 
and  that  the  mortgagee  has  a  good  right 
to  assign  and  shall  assign  to  the  Com¬ 
missioner  the  mortgage  and  other  items 
enumerated  below: 

(1)  All  rights  and  interest  arising 
under  the  mortgage  so  in  default; 

(2)  All  claims  of  the  mortgagee 
against  the  mortgagor  or  others,  arising 
out  of  the  mortgage  transaction; 

(3)  All  policies  of  title  or  other  insur¬ 
ance  or  surety  bonds  or  other  guaran¬ 
ties,  and  any  and  all  claims  thereunder ; 

(4)  Any  balance  of  the  mortgage  loan 
not  advanced  to  the  mortgagor; 

(5)  Any  cash  or  property  held  by  the 
mortgagee  or  its  agents  or  to  which  it  is 
entitled,  including  deposits  made  for  the 
account  of  the  mortgagor  and  which 
have  not  been  applied  in  reduction  of 
the  principal  of  the  mortgage  indebted¬ 
ness;  and 

(6)  All  records,  documents,  books,  pa¬ 
pers,  and  accounts  relating  to  the  mort¬ 
gage  transaction. 

The  mortgagee  shall  offer  evidence 
satisfactory  to  the  Commissioner  that 
the  original  title  coverage  has  been  ex¬ 
tended  to  include  the  assignment  of  the 
mortgage  tp  the  Commissioner. 

Nothing  contained  in  this  paragraph 
shall  be  so  construed  as  to  prevent  the 
mortgagee  from  taking  action  at  a  later 
date  than  herein  specified,  provided  the 
Commissioner  agrees  thereto  in  writing. 

(b)  Conveyance  of  property.  If  the 
mortgagor  fails  to  make  any  payment  to 
the  mortgagee  required  by  the  mortgage, 
or  fails  to  perform  any  other  covenant 
or  obligation  under  the  mortgage,  and 
such  failure  continues  for  the  period  of 
grace,  if  any,  set  forth  in  the  mortgage, 
the  mortgage  shall  be  considered  in  de¬ 
fault,  and  the  mortgagee,  w’ithin  a  period 
of  thirty  (30)  days  after  the  occurrence 
of  a  default  arising  on  account  of  such 
failure  to  make  any  such  payment  or 
within  thirty  (30)  days  after  the  mort¬ 
gagee  shall  have  knowledge  of  the  occur¬ 
rence  of  a  default  arising  on  account  of 
such  failure  to  perform  any  other  cove¬ 
nant  or  obligation  under  the  mortgage, 
shall  give  notice  in  writing  to  the  Com¬ 
missioner  of  such  default.  At  any  time 
wiihin  a  period  of  thirty  (30)  days  after 
the  date  of  such  notice  or  within  such 
later  time  as  may  be  agreed  upon  by  the 
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Commissioner  in  writing,  the  mortgagee, 
at  its  election,  shall  either: 

(1)  With,  and  subject  to,  the  consent 
of  the  Commissioner,  acquire  by  means 
other  than  foreclosure  of  the  mortgage, 
possession  of,  and  title  to,  the  mortgaged 
property; 

(2)  Institute  proceedings  for  the  fore¬ 
closure  *of  the  mortgage  and  either  ob¬ 
tain  possession  of  the  mortgaged  prop¬ 
erty  and  the  Income  therefrom  through 
the  voluntary  surrender  thereof  by  the 
mortgagor  or  institute,  and  prosecute 
with  reasonable  diligence,  proceedings 
for  the  appointment  of  a  receiver  of  the 
mortgaged  property  and  the  income 
therefrom  or  proceed  to  exercise  such 
other  rights  and  remedies  as  may  be 
available  to  it  for  the  protection  and 
preservation  of  the  mortgaged  property 
and  to  obtain  the  income  therefrom  un¬ 
der  the  mortgage  and  the  law  of  the  par¬ 
ticular  jurisdiction:  Provided,  That  if. 
the  laws  of  the  State  in  which  the  mort¬ 
gaged  property  is  situated  do  not  permit 
the  institution  of  such  proceedings  with¬ 
in  such  period  of  time,  the  mortgagee 
shall  institute  such  proceedings  within 
thirty  (30)  days  after  the  expiration  of 
the  time  during  which  the  institution  of 
such  proceedings  is  prohibited  by  such 
laws.  Nothing  contained  in  this  section 
shall  be  so  construed  as  to  require  the 
mortgagee  to  take  any  action  when  the 
necessity  therefor  has  been  waived  in 
writing  by  the  Commissioner  nor  to  pre¬ 
vent  the  mortgagee  from  taking  action 
at  a  later  date  than  herein  specified  pro¬ 
vided  the  Commissioner  so  agrees  in 
writing.  The  mortgagee  shall  promptly 
give  notice  in  writing  to  the  Commis¬ 
sioner  of  the  institution  of  foreclosure 
proceedings  under  this  section  and  shall 
exercise  reasonable  diligence  in  prose¬ 
cuting  such  proceedings  to  completion. 
If  after  default  and  prior  to  the  comple¬ 
tion  of  foreclosure  proceedings  the  mort¬ 
gagor  shall  pay  to  the  mortgagee  all  pay¬ 
ments  in  default  and  such  expenses  as 
the  mortgagee  shall  have  incurred  in 
connection  with  the  foreclosure  pro¬ 
ceedings,  notice  thereof  shall  be  given 
to  the  Commissioner  by  the  mortgagee, 
and  the  insurance  shall  continue  as  if 
such  default  had  not  occurred. 

§  233.6  Computation  of  benefits  re¬ 
ceived  by  assignment.  If  the  mortgagee 
elects  to  proceed  under,  and  does  proceed 
under  and  in  accordance  with,  the  pro¬ 
visions  of  §  233.5  (a),  and  furnishes  evi¬ 
dence  satisfactory  to  the  Commissioner 
that  there  are  no  past  due  and  unpaid 
ground  rents,  general  taxes,  or  special 
assessments,  and  furnishes  the  war¬ 
ranties  described  in  said  section,  the 
Commissioner  shall  deliver  to  the  mort¬ 
gagee: 

(a)  Debentures  of  the  Housing  In¬ 
surance  Fund  as  set  forth  in  section  207 
of  the  act  having  a  total  face  value  equal 
to  the  value  of  the  mortgage  as  defined  in 
section  207  (g)  of  the  act,  which  value 
shall  be  determined  by  adding  to  the 
original  principal  of  the  mortgage  which 
was  unpaid  on  the  date  of  default  the 
amount  the  mortgagee  may  have  paid 
for  taxes,  special  assessments,  and  water 
rates  which  are  liens  prior  to  the  mort¬ 
gage:  insurance  on  the  property;  and 
reasonable  expenses  for  the  completion 


and  preservation  of  the  property,  and 
any  mortgage  insurance  premiums  paid 
after  default;  less f he  sum  of  an  amount 
equivalent  to  1  percent  of  the  amount  of 
the  mortgage  advanced  to  the  mortgagor 
and  unpaid;  any  amount  received  on 
account  of  the  mortgage  after  such  date; 
and  any  net  income  received  by  the 
mortgagee  from  the  property  after  such 
date.-  Such  debentures  shall  be  issued 
as  of  the  date  the  mortgage  became  in 
default,  bearing  interest  from  such  date 
at  the  rate  of  2*2  percent  per  annum, 
payable  semiannually  on  the  first  day  of 
January  and  the  first  day  of  July  of  each 
year,  shall  be  registered  as  to'  principal 
and  interest  and  all  or  any  such  deben¬ 
tures  may  be  redeemed  at  the  option  of 
the  Commissioner  with  the  approval  of 
the  Secretary  of  the  Treasury  at  par  and 
accrued  interest  on  any  interest  payment 
date  on  three  months’  notice  of  redemp¬ 
tion  given  in  such  manner  as  the  Com¬ 
missioner  shall  prescribe.  Such 
debentures  shall  be  issued  in  multiples 
of  $50.00  and  any  difference  not  in  ex¬ 
cess  of  $50.00  between  the  amount  of 
debentures  to  which  the  mortgagee  is 
otherwise  entitled  hereunder  and  the 
aggregate  face  value  of  the  debentures 
issued  shall  be  paid  in  cash  by  the  Com¬ 
missioner  to  the  mortgagee. 

(b)  A  certificate  of  claim  in  accord¬ 
ance  with  section  207  (h)  of  the  act 
which  shall  become  payable,  if  at  all. 
upon  the  sale  and  final  liquidation  of  the 
interest  of  the  Commissioner  in  such 
mortgage  or  such  property,  in  accordance 
with  section  207  (h)  of  the  act.  This 
certificate  shall  be  f(5r  an  amount  which 
the  Commissioner  determines  to  be  suf¬ 
ficient,  when  added  to  the  face  value  of 
the  debentures  issued  and  the  cash  ad¬ 
justment  paid  to  the  mortgagee,  to  equal 
the  amount  which  the  mortgagee  would 
have  received  if,  on  the  date  of  the  as¬ 
signment,  transfer  and  delivery  to  the 
Commissioner  provided  for  in  §  233.5  (a), 
the  mortgagor  had  extinguished  the 
mortgage  indebtedness  by  payment  in 
full  of  all  obligations  under  the  mort¬ 
gage.  Such  certificate  of  claim  shall 
provide  that  there  shall  accrue  to  the 
holder  of  such  certificate,  with  respect 
to  the  face  amount  of  such  certificate, 
an  increment  at  the  rate  of  3  percent  per 
annum,  which  shall  not  be  compounded. 
If  any  excess  is  realized  from  the  mort¬ 
gage,  and  all  claims  in  connection  there¬ 
with  so  assigned,  transferred  and 
delivered,  and  from  the  property  covered 
by  such  mortgage  and  all  claims  in  con¬ 
nection  with  such  property,  after  de¬ 
ducting  all  expenses  incurred  by  the 
Commissioner  in  handling,  dealing  with, 
acquiring  title  to,  and  disposing  of  such 
mortgage  and  property  and  in  collecting 
such  claims,  such  excess  shall  be  applied 
in  payment  of  the  certificate  of  claim  and 
any  balance  thereafter  shall  be  retained 
by  the  Commissioner  and  credited  to  the 
Housing  Insurance  Fund. 

§  233.7  Computation  of  benefits  re¬ 
ceived  by  conveyance.  If  the  mortgagee 
elects  to  proceed  under,  and  does  pro-  * 
ceed  under  and  in  accordance  with,  the 
provisions  of  §  233.5  (b)  and  at  any  time 
within  thirty  (30)  days  (or  such  further 
time  as  may  be  allowed  by  the  Commis¬ 
sioner  in  writing)  after  acquiring  title 
to  and  possession  of  the  mortgaged 


2324 


RULES  AND  REGULATIONS 


property  in  accordance  with  §  233.5  (b) 
tenders  to  the  Commissioner  possession 
thereof  and  a  deed  thereto  containing  a 
covenant  which  warrants  against  acts  of 
the  mortgagee  and  of  all  parties  jclaim- 
ing  by,  through,  or  under  the  mortgagee, 
together  with  a  bill  of  sale  covering  all 
personal  property  to  which  the  mort¬ 
gagee  is  entitled  by  reason  of  the  mort¬ 
gage  transaction,  conveying  title  to  such 
property  satisfactory  to  the  Commis¬ 
sioner,  as  provided  in  §  233.8  and  assigns 
(without  recourse  or  waiTanty)  any  and 
all  claims  which  it  has  acquired  in  con¬ 
nection  with  the  mortgage  transaction 
and  as  a  result  of  the  foreclosure  pro¬ 
ceedings  or  other  means  by  which  it 
acquired  such  property,  including  but 
not  limited  to  any  claims  on  account  of 
title  insurance  and  fire  or  other  hazard 
Insurance,  except  such  claims  as  may 
have  been  released  with  the  prior 
approval  of  the  Commissioner,  the 
Commi.ssioner  shall  promptly  accept  con¬ 
veyance  of  such  property  and  such  as¬ 
signments,  notwithstanding  that  the 
buildings  or  improvements  thereon  shall 
be  incomplete  or  may  have  been  de¬ 
stroyed,  damaged,  or  injured  in  whole  or 
in  part,  and  shall  deliver  to  the  mort¬ 
gagee  debentures  and  certificate  of  claim 
as  provided  in  §  233.6,  except  that  the  1 
percent  deduction  set  out  in  paragraph 
(a>  thereof  with  respect  to  the  amount 
of  debentures  shall  not  apply. 

§  233.8  Title  in  case  of  conveyance. 
Title  satisfactory  to  the  Commissioner 
within  the  meaning  of  §  233.7  will  be 
such  title  as  was  vested  in  the  mortgagor 
as  of  the  date  the  mortgage  was  filed  for 
record,  but  must  be  free  and  clear  of  all 
mechanics’  and  materialmen’s  liens  filed 
of  record  subsequent  to  the  recording  of 
such  mortgage,  regardless  of  whether 
such  liens  attached  prior  to  such  record¬ 
ing  date,  and  free  and  clear  of  all  liens 
and  encumbrances  which  may  have  at¬ 
tached,  or  defects  which  may  have  arisen 
subsequent  to  the  recording  of  such 
mortgage,  except  such  liens  or  other 
matters  as  may  be  approved  by  the  Ctmi- 
missioner. 

§  233.9  Evidence  of  title.  The  mort¬ 
gagee,  at  the  time  a  deed  is  tendered  in 
accordance  with  §  233.7,  shall  furnish  to 
the  Commi.ssioner  without  expense  to 
him  satisfactory  evidence  of  such  title. 
Such  title  evidence  shall  be  executed  as 
of  a  date  to  include  the  recordation  of  the 
deed  to  the  CommLssioner  and,  shall  be 
in  the  form  of  an  owner’s  policy  of  title 
Insurance,  or  a  satisfactory  a'bstract  and 
attorney’s  opinion  covering  the  period 
subsequent  to  the  recording  of  the  mort¬ 
gage,  or  a  satisfactory  continuation  of 
the  title  evidence  accepted  by  the  Com¬ 
missioner  at  the  time  the  mortgage  was 
Insured,  depending  upon  the  form  of  title 
evidence  originally  accepted  by  the  Com¬ 
missioner. 

§  233.10  Fire  and  hazard  insurance. 
The  mortgaged  premises  shall  at  all 
times  be  insured  against  fire  and  other 
hazards  as  provided  in  the  mortgage. 
The  duty  shall  be  upon  the  mortgagee 
to  provide  such  coverage  in  the  event  the 
mortgagor  fails  to  do  so.  If  the  mortga¬ 
gee  fails  to  pay  any  premiums  necessary 


to  keep  the  mortgaged  premises  so  in¬ 
sured,  the  contract  of  insurance  may  be 
terminated  at  the  election  of  the  Com¬ 
missioner.  If  at  the  time  claim  is  filed 
for  debentures,  the  property  has  been 
damaged  by  fire  or  other  hazards  and 
loss  has  been  sustained  by  reason  of  fail¬ 
ure  to  keep  the  property  insured  as  pro¬ 
vided  in  the  mortgage,  the  amount  of 
such  loss  may  be  deducted  from  the 
amount  of  the  debentures.  In  the  event 
a  loss  has  occurred  to  the  mortgaged 
property  under  any  policy  of  fire  or  other 
hazard  insurance  and  the  amount  of  any 
funds  received  by  the  mortgagee  in  pay¬ 
ment  of  such  loss  shall  be  sufficient  to 
pay  in  full  the  entire  mortgage  indebted¬ 
ness,  the  mortgage  shall,  upon  receipt 
of  such  funds  by  the  mortgagee,  be 
deemed  paid  and  the  contract  of  mort¬ 
gage  insurance  made  with  the  Commis¬ 
sioner  shall  thereupon  terminate.  If, 
’however,  any  funds  so  received  shall  be 
insufficient  to  pay  such  mortgage  in¬ 
debtedness  in  full,  the  mortgagee  shall 
not  exercise  its  option  under  the  mort¬ 
gage  to  use  the  proceeds  of  such  insur¬ 
ance  for  the  repairing,  replacing  or  re¬ 
building  of  such  premises  or  to  apply 
such  proceeds  to  the  mortgage  indebted¬ 
ness  without  prior  written  approval  of 
the  Commissioner.  If  the  Commissioner 
shall  fail  to  give  his  approval  to  the  use 
or  application  of  such  funds  for  either 
of  said  purposes  within  thirty  (30)  days 
after  written  request  by  the  mortgagee, 
the  mortgagee  may  use  or  apply  such 
funds  for  any  of  the  purposes  specified 
in  the  mortgage  without  the  approval  of 
the  Commisisoner. 

§  233.11  Mortgage  default  and  termi¬ 
nation.  In  the  event  the’  mortgagee 
forecloses  on  the  mortgaged  property, 
but  does  not  convey  it  to  the  Commis¬ 
sioner  in  accordance  with  §  233.7,  and 
the  Commissioner  is  given  written  notice 
thereof,  or  in  the  event  the  mortgagor 
pays  the  obligation  under  the  mortgage 
in  full,  prior  to  the  maturity  thereof,  and 
the  mortgagee  pays  any  adjusted  pre¬ 
mium  required  under  §  233.3,  and  the 
Commissioner  is  given  written  notice  by 
the  mortgagee  of  such  payment  by  the 
mortgagor,  the  obligation  to  pay  any 
subsequent  premium  charge  for  insur¬ 
ance  shall  cease  and  all  rights  of  the 
mortgagee,  under  §  233.7,  shall  termi¬ 
nate  as  of  the  date  of  such  notice. 

ASSIGNMENTS 

§  233.12  In  general,  (a)  Bonds  or 
other  obligations  issued '  in  connection 
with  an  insured  mortgage  executed  in 
the  form  of  an  indenture  of  trust  pro¬ 
viding  for  the  issue  and  sale  of  such 
bonds  or  other  obligations  and  appoint¬ 
ing  a  trustee  to  act  on  behalf  of  the 
holders  of  such  bonds  or  other  obligations 
may  be  transferred  as  provided  in  the 
indenture  of  trust. 

(b)  An  insured  mortgage,  otloer  than 
those  described  in  paragraph  (a)  of  this 
section,  may  not  be  transferred  or 
pledged  prior  to  the  full  disbursement 
of  the  mortgage  loan,  except  with  the 
prior  i^Titten  approval  of  the  Commis¬ 
sioner  which  approval  may  be  subject  to 
such  conditions  and  qualifications  as  the 
Commissioner  may  prescribe.  Subse¬ 


quent  to  full  disbursement  such  mort¬ 
gage  may  be  transferred  only  to  a  trans¬ 
feree  who  is  a  mortgagee  approved  by 
the  Commissioner.  Upon  such  transfer 
and  the  assumption  by  the  transferee  of 
all  obligations  under  the  contract  of  in¬ 
surance  the  transferor  shall  be  released 
from  its  obligations  under  the  contract 
of  insurance. 

§  233.13  Termination  of  mortgage  in¬ 
surance  by  assignment.  The  contract  of 
insurance  shall  terminate  with  respect 
to  mortgages  described  in  §  233.12  (b) 
upon  the  happening  of  either  of  the  fol¬ 
lowing  events: 

(a)  The  transfer  or  pledge  of  the  in¬ 
sured  mortgage  to  any  person,  firm,  or 
corporation,  public  or  private,  other  than 
an  approved  mortgagee. 

(b)  The  disposal  by  a  mortgagee  of 
any  partial  interest  in  the  insured  mort¬ 
gage  by  means  of  a  declaration  of  trust 
or  by  a  participation  or  trust  certificate 
or  by  any  other  device,  unless  ’’dth  the 
prior  written  approval  of  the  Commis¬ 
sioner,  which  approval  may  be  subject 
to  such  conditions  and  qualifications  as 
the  Commissioner  in  his  discretion  may 
prescribe:  Provided,  That  this  para¬ 
graph  shall  not  be  applicable  to  any 
mortgage  so  long  as  it  is  held  in  a  com¬ 
mon  trust  fund  maintained  by  a  bank 
or  trust  company  exclusively  for  the  col¬ 
lective  investment  and  reinvestment  of 
moneys  contributed  thereto  by  the  bank 
or  trust  company  in  its  capacity  as  a 
trustee,  executor  or  administrator;  and 
in  conformity  with  the  rules  and  regula¬ 
tions  prevailing  from  time  to  time  of  the 
Board  of  Governors  of  the  Federal  Re¬ 
serve  System,  pertaining  to  the  collective 
investment  of  trust  funds:  Provided 
further.  That  this  paragraph  shall  not 
be  applicable  to  any  mortgage  so  long 
as  it  is  held  in  a  common  trust  estate 
administered  by  a  bank  or  trust  company 
which  is  subject  to  the  inspection  and 
supervision  of  a  governmental  agency, 
exclusively  for  the  benefit  of  other  bank¬ 
ing  institutions  which  are  subject  to  the 
inspection  and  supe^'vision  of  a  govern¬ 
mental  agency,  and  which  are  author¬ 
ized  by  law  to  acquire  beneficial  interests 
in  such  common  trust  estate,  nor  to  any 
mortgage  transferred  to  such  a  bank  or 
trust  company  as  trustee  exclusively  for 
the  benefit  of  outstanding  owners  of  un¬ 
divided  interest  in  the  trust  estate,  under 
the  terms  of  certificates  Issued  and  sold 
more  than  three  years  prior  to  said 
transfer,  by  a  corporation  v.'hich  is  sub¬ 
ject  to  the  inspection  and  supervision  of 
a  governmental  agency. 

RIGHTS  IN  HOUSING  FUND 

5  233.14  No  vested  right.  Neither  the 
morgagee  nor  the  mortgagor  shall  have 
any  vested  or  other  right  in  the  Hous¬ 
ing  insurance  Fund. 

AMENDMENTS 

§  233.15  Amendments  of  regulations. 
The  regulations  in  this  part  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
in  part,  but  such  amendments  shall  not 
affect  the  contract  of  insurance  on  any 
mortgage  already  insured  or  to  be  in¬ 
sured  on  which  the  Commissioner  has 
made  a  commitment  to  insure. 
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EFFECTIVE  DATE 

§  233.16  Effective  date.  The  regula¬ 
tions  in  this  part  shall  be  effective  as  to 
all  mortgages  with-  respect  to  which  a 
commitment  to  insure  is  issued  on  or 
after  the  date  hereof. 

Issued  at  Washington,  D.  C.,  April  20, 
1950. 

Fr\nklin  D.  Richards.  • 
Federal  Housing  Co7nmissioner. 

[F.  R.  Doc.  60-3531;  Filed.  Apr.  25.  1950; 
8:50  a.  m.J 


Subchapter  E — Farm  Mortgage  Insurance 

Part  251 — Farm  Mortgage  Insurance; 

Eligibility  Requirements 

MISCELLANEOUS  AMENDMENTS 

1.  Part  251  is  amended  by  striking  out 
§§  251.7,  251.8,  and  251.9. 

2.  Section  251.13  is  amended  to  read  as 
follows : 

5  251.13  Fee  to  accompany  applica¬ 
tion.  (a)  Applications  filed  for  a  firm  or 
a  conditional  commitment  with  respect 
to  existing  construction  must  be  accom¬ 
panied  by  the  mortgagee’s  check  for  the 
sum  of  $20.00  to  cover  the  cost  of  proces¬ 
sing  by  the  Commissioner.  If  an  applica¬ 
tion  is  refused  as  a  result  of  preliminary 
examination  by  the  Commissioner,  the 
entire  fee  will  be  returned  to  the  appli¬ 
cant,  but  no  portion  of  the  fee  will  be 
returned  after  further  work  has  been 
performed  following  the  preliminary  ex¬ 
amination. 

(b)  Applications  filed  on  or  after  May 
15,  1950,  for  a  firm  or  a  conditional  com¬ 
mitment  with  respect  to  proposed  con¬ 
struction  must  be  accompanied  by  the 
mortgagee’s  check  for  the  sum  of  $45.00 
to  cover  the  cost  of  processing  by  the 
Commissioner.  If  an  application  is  re¬ 
fused  as  a  result  of  preliminary  examina¬ 
tion  by  the  Commissioner,  the  entire  fee 
will  be  returned  to  the  applicant,  but 
no  portion  of  the  fee  will  be  returned 
after  further  w'ork  has  been  performed 
following  the  preliminary  examination 
unless  the  application  is  rejected  by  the 
Commissioner  or  the  mortgage  which 
is  the  subject  of  the  application  is  en¬ 
dorsed  for  insurance  by  the  Commis¬ 
sioner,  in  either  of  which  cases  $20.00 
will  be  retained  by  the  Commissioner  and 
the  balance  of  such  fee  will  be  returned 
to  the  applicant. 

(c)  If  the  application  is  made  on  be¬ 
half  of  a  veteran  of  World  War  II,  for 
the  insurance  of  a  mortgage  to  refihance 
an  existing  insured  mortgage  which  is  in 
default,  by  reason  of  his  military  service, 
the  fee  herein  provided  may  be  waived 
by  the  Commissioner  if  he  finds  4hat  the 
collection  of  such  fee  would  be  inequi¬ 
table  under  the  particular  circumstances 
of  the  transaction. 

3.  Section  251.16  is  amended  to  read  as 
follow’s : 

§  251.16  Maximum  amount  of  mort¬ 
gage  and  appraised  value  of  property. 
The  mortgage  should  involve  a  principal 
obligation  in  an  amount  of  $100  or  mul¬ 
tiples  thereof  (except  that  a  mortgage  of 
the  character  described  in  paragraph 
(b)  of  this  section  may  be  in  an  amount 


of  $50  or  multiples  thereof),  but  the 
mortgage  must  not  exceed  $16,000: 
Provided,  That  the  Commissioner  may 
increase  such  dollar  amount  limitation 
by  not  exceeding  $4,500  for  each  addi¬ 
tional  family  dw'elling  unit  in  excess  of 
two  located  on  such  property;  and  the 
mortgage  must  not  exceed  80  percent 
of  the  appraised  value  of  the  property 
as  of  the  date  it  is  accepted  for  insurance 
except  under  the  following  circum¬ 
stances  : 

(a)  If  the  amount  of  the  mortgage 
does  not  exceed  $9,450  and  there  is 
located  upon  the  property  a  dwelling 
designed  principally  for  a  single-family 
residence  w'hich  is  approved  for  mort¬ 
gage  insurance  prior  to  the  beginning  of 
construction,  and  the  property  has  an 
appraised  value  (as  of  the  date  the  mort¬ 
gage  is  accepted  for  insurance)  in  ex¬ 
cess  of  $7,000,  the  amount  of  such 
mortgage  may  exceed  80  percent  but 
must  not  exceed  95  percent  of  $7,000  of 
such  value,  plus  70  percent  of  such  value 
in  excess  of  $7,000  and  not  in  excess  of 
$11,000:  Provided,  At  the  time  the 
mortgage  is  insured  the  mortgagor  is  the 
owner  and  occupant  and  has  paid  on 
account  of  the  property  at  least  5  per¬ 
cent  of  its  appraised  value  or  such  larger 
amount  as  the  Commissioner  may  de¬ 
termine,  in  cash  or  its  equivalent. 

(b)  If  the  amount  of  the  mortgage 
does  not  exceed  $6,650  (except  that  the 
Commission  may  by  regulation  increase 
this  amount  to  not  to  exceed  $7,600  in 
any  geographical  area  where  he  finds 
that  cost  levels  so  require)  and  there 
is  located  on  the  property  a  dwelling 

/  designed  principally  for  a  single-family 
residence  w'hich  is  approved  for  mort¬ 
gage  insurance  prior  to  beginning  of 
construction,  such  mortgage  may  exceed 
80  percent  if  at  the  time  the  mortgage 
is  insured  the  mortgagor  is  the  owmer 
and  occupant  and  has  paid  on  account 
of  the  property  at  least  5  percent  of  its 
appraised  value,  in  cash  or  its  equivalent, 
but  not  to  exceed  95  percent  of  the  ap¬ 
praised  value  of  the  property  as  of  the 
date  the  mortgage  is  accepted  for  in¬ 
surance:  Provided.  That  if  the  Commis¬ 
sioner  finds  that  it  is  not  feasible,  within 
the  aforesaid  dollar  limitation,  to  con¬ 
struct  dwellings  containing  three  or  four 
bedrooms  without  sacrifice  of  sound 
standards  of  construction,  design,  and 
livability,  he  may  increase  such  dollar 
amount  limitation  by  not  exceeding  $950 
for  each  additional  bedroom  (as  defined 
by  the  Commissioner)  in  excess  of  two 
contained  in  such  dwelling  if  he  finds 
that  such  dwellings  meet  sound  stand¬ 
ards  of  design  and  livability  as  a  three- 
bedroom  unit  or  a  four-bedroom  unit,  as 
the  case  may  be:  Provided  further.  That 
if  the  builder  constructing  the  building 
is  the  mortgagor  under  any  such  mort¬ 
gage.  the  principal  obligation  of  the 
mortgage  shall  not  exceed  $5,950  for  a 
one-bedroom  unit  or  a  two-bedroom 
unit.  $6,800  for  a  three-bedroom  unit, 
or  $7,650  for  a  unit  having  four  or  more 
bedrooms,  (except  that  the  Commis¬ 
sioner  may  by  regulation  increase  each 
of  the  maximum  dollar  amount  limita¬ 
tions  contained  in  this  proviso  by  not 
to  exceed  $850  in  any  geographical  area 
where  he  finds  that  cost  levels  so  re¬ 
quire)  and  shall  not  exceed  85  percent 


of  the  appraised  value  of  the  property: 
And  provided  further.  That  the  Com¬ 
missioner  may  by  regulation  provide  that 
the  maximum  dollar  amount  limitations 
set  forth  in  this  paragraph  shall  be  fixed 
at  Iqsser  amounts  where  he  finds,  for 
any  section  or  locality  or  for  the  country 
as  a  whole  or  at  any  time,  that  it  is 
feasible  within  such  lesser  dollar  amount 
limitations,  to  construct  dw^ellings  for 
families  of  lower  income  without  sacri¬ 
fice  of  sound  standards  of  construction, 
design  and  livability. 

4.  Section  251.17  is  amended  to  read 
as  follows: 

§  251.17  Payments  and  maturity  date. 
(a)  The  mortgage  should  come  due  on 
the  first  of  a  month  and  must  have  a 
maturity  satisfactory  to  the  Commis¬ 
sioner,  not  to  be  less  than  4  nor  more 
than  20  years  from  the  date  of  insurance, 
except  that  a  mortgage  on  property 
approved  for  insurance  prior  to  the  be¬ 
ginning  of  construction  may  have  a 
maturity  satisfactory  to  the  Commis¬ 
sioner,  not  mere  than  25  years  from  the 
date  of  insurance,  and  except  that  a 
mortgage  insured  under  paragraph  (b) 
of  §  251.16  may  have  a  maturity  satisfac¬ 
tory  to  the  Commissioner,  not  more  than 
30  years  from  the  date  of  insurance. 
The  amortization  period  should  be  either 
10,  15,  or  20  years  by  providing  for  either 
120,  180,  or  240  monthly  amortization 
payments,  except  that  as  to  mortgages 
which  may  have  a  maturity  in  excess  of 
20  y^rs,  such  period  may  also  be  either 
25  or  30  years  by  providing  for  300  or 
360  monthly  amortization  payments. 

(b)  The  mortgage  must  contain  com¬ 
plete  amortization  provisions  satisfac¬ 
tory  to  the  Commissioner,  requiring 
annual,  semiannual,  or  monthly  pay¬ 
ments  by  the  mortgagor  not  in  excess  of 
his  reasonable  ability  to  pay  as  deter¬ 
mined  by  the  Commissioner.  The  sum 
of  principal  and  interest  payments  in 
each  periodic  payment  shall  be  substan¬ 
tially  the  same. 

5.  Section  251.18  is  amended  to  read 
as  follows: 

§  251.18  Rate  of  interest.  The  mort¬ 
gage  may  bear  interest  at  such  rate  as 
may  be  agreed  upon  by  the  mortgagee 
and  mortgagor,  but  in  no  case  shall  such 
interest  rate  be  in  excess  of  4^2  percent- 
urn  per  annum  as  to  applications  for 
insurance  received  by  the  Commissioner 
on  or  before  April  21,  1950,  nor  in  excess 
of  41/4  percentum  per  annum  as  to  ap¬ 
plications  for  insurance  received  by  the 
Commissioner  on  or  after  April  24,  1950. 
Interest  shall  be  payable  in  monthly  in¬ 
stallments  on  the  principal  then  out¬ 
standing. 

6.  Section  251.27  is  amended  to  read  as 
follow's : 

§  251.27  Eligible  mortgages  in  Alaska. 
(a)  The  Commissioner  may,  if  he  finds 
that  because  of  higher  costs  prevailing 
^  in  the  Territory  of  Alaska,  it  is  not  fea¬ 
sible  to  construct  dwellings  on  property 
located  in  Alaska  without  sacrifice  of 
sound  standards  of  construction,  design, 
and  livability,  within  the  limitations  as 
to  maximum  mortgage  amounts  pro¬ 
vided  in  §  251.16,  prescribed  by  regula¬ 
tion  or  otherwise  with  respect  to  dollar 
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amount,  a  higher  maximum  for  the 
principal  obligation  of  mo^-tgages  cover¬ 
ing  property  located  in  Alaska,  in  such 
amounts  as  he  shall  find  necessary  to 
compensate  for  such  higher  costs  but  not 
to  exceed,  in  any  event,  the  maximum 
otherwise  applicable  by  more  than  one- 
third  thereof. 

(b)  Upon  application  by  a  mortgagee, 
where  the  Alaska  Housing  Authority  is 
the  mortgagor  or  mortgagee,  any  mort¬ 
gage  otherwise  eligible  for  insurance  un¬ 
der  any  of  the  provisions  of  the  rules  in 
this  part,  may  be  insured  without  regard 
to  any  requirement  contained  in  the 
rules  in  this  part  that  the  mortgagor 

(1)  be  the  owner  and  occupant  of  the 
property;  (2)  has  paid  on  account  of 
the  property  a  prescribed  percentage  of 
the  appraised  value  of  the  property  in 
cash  or  its  equivalent;  or  (3)  that  the 
mortgaged  property  be  free  and  clear  of 
all  liens  other  than  the  mortgage  offered 
for  insurance  and  that  there  will  not 
be  any  other  unpaid  obligations  con¬ 
tracted  in  connection  with  the  mortgage 
transaction  or  the  purchase  of  the  mort¬ 
gaged  property. 

(c)  The  provisions  of  §  251.26  shall 
not  be  applicable  to  mortgages  covering 
property  located  in  Alaska;  Provided, 
That  mortgages  covering  property  lo¬ 
cated  in  Alaska  shall  not  be  accepted 
for  insurance  unless  the  Commissioner 
finds  that  the  property  or  project  is  an 
acceptable  risk  giving  consideration  to 
the  acute  housing  shortage  in  Alaska. 

(Sec.  211,  52  Stat.  23;  12  U.  8.  C.  1715b.  In¬ 
terpret  or  apply  sec.  203,  48  Stat.  1248,  as 
amended;  12  U.  S.  C.  1709) 

Issued  at  Washington,  D.  C.,  April  20. 
1950,  to  be  effective  as  to  all  mortgages 
on  which  a  commitment  to  insure  is 
issued  on  or  after  such  date. 

Franklin  D.  Richards, 
Federal  Housing  Commissioner. 

IF.  R.  Doc.  60-3526;  Piled,  Apr.  25,  1950; 

8:49  a.  m.] 


Part  252 — Farm  Mortgage  Insurance; 

Rights  and  Obligations  of  Mortgagee 

Under  Insurance  Contract 

miscellaneous  amendments 

1.  Section  252.3  (d)  is  amended  to 
read  as  follows: 

(d)  No  adjusted  premium  shall  be 
due  or  payable  in  the  following  cases; 

( 1 )  Where  at  the  time  of  such  prepay¬ 
ment  there  is  placed  on  the  mortgaged 
property  a  new  insured  mortgage  for  an 
amount  equal  to  or  greater  than  the 
original  principal  amount  of  the  prepaid 
moi'tgage;  or 

(2)  Where  the  final  maturity  specified 
in  the  mortgage  is  accelerated  solely  by 
reason  of  partial  prepayments  made  by 
the  mortgagor  which  do  not  exceed  in 
any  one  calendar  year  fifteen  percent  of 
the  original  face  amount  of  the  mort¬ 
gage;  or 

(3)  Where  the  final  maturity  specified 
in  the  mortgage  is  accelerated  solely  by 
reason  of  payments  to  principal  to  com¬ 
pensate  for  (i)  damage  to  the  mortgaged 
property,  or  (ii)  a  release  of  a  part  of 
such  property  if  approved  by  the  Com¬ 
missioner;  or 


(4)  Where  payment  in  full  is  made  of 
a  delinquent  mortgage  on  which  foreclo¬ 
sure  proceedings  have  been  commenced, 
or  for  the  purpose  of  avoiding  foreclo¬ 
sure.  if  the  transaction  is  approved  by 
the  Commissioner. 

(5)  where  the  final  maturity  specified 
in  the  mortgage  is  accelerated  solely  by 
reason  of  partial  prepayments  which  in 
any  one  calendar  year  exceed  15  percent 
of  the  original  face  amount  of  the  mort¬ 
gage,  if  made  by  the  mortgagor  during 
the  period  of  the  national  emergency 
declared  by  the  President  to  exist  on  May 
27,  1941;  or  where  the  principal  obliga¬ 
tion  of  any  mortgage  accepted  for  insur¬ 
ance  is  paid  in  full  prior  to  maturity  by 
the  mortgagor  during  the  period  of  such 
national  emergency,  provided  the  mort¬ 
gagee  submits  to  the  Commissioner  a 
certificate  signed  by  the  mortgagor  cer¬ 
tifying  that  the  mortgage  has  been  paid 
in  full  without  refinancing  or  otherwise 
creating  any  obligation  or  debt  for  which 
the  mortgagor  or  property  owned  by  the 
mortgagor  is  liable. 

(6)  where  payment  in  full  is  made 
within  sixty  days  after  the  date  the 
mortgage  is  endorsed  for  insurance,  pro¬ 
vided  the  mortgagee  submits  to  the 
Commissioner  a  certificate  signed  by  the 
mortgagor  certifying  that  such  payment 
was  made  in  connection  with  the  sale  of 
the  property  to  a  veteran  of  World  War 
II  for  his  occupancy  as  a  home. 

Upon  such  prepayment  the  contract  of 
insurance  shall  terminate. 

2.  Section  252.14  (a)  (1)  is  amended 
by  striking  “2%  percent  per  annum”  and 
Inserting  in  lieu  thereof  “2%  percent  per 
annum  if  issued  in  exchange  for  property 
accepted  for  insurance  pursuant  to  an 
ai:H>lication  for  insurance  received  by  the 
Commissioner  prior  to  May  15,  1950  and 
2  Vi  percent  per  annum  if  issued  in  ex¬ 
change  for  property  accepted  for  insur¬ 
ance  pursuant  to  an  application  for 
insurance  received  by  the  Commissioner 
on  or  after  May  15,  1950,”. 

3.  Section  252.17  (a)  (2)  is  amended 
to  read  as  follows: 

(2)  The  disposal  by  an  approved  mort¬ 
gagee  of  any  partial  interest  in  an  in¬ 
sured  mortgage  or  group  of  insured  mort¬ 
gages  (whether  to  another  approved 
mortgagee  or  otherwise)  by  means  of  a 
declaration  of  trust,  or  by  a  participation 
or  trust  certificate,  or  by  any  other  de¬ 
vice:  Provided,  That  this  subparagraph 
shall  not  be  applicable  to  any  mortgage 
so  long  as  it  is  held  in  a  common  trust 
fund  maintained  by  a  bank  or  trust  com¬ 
pany  exclusively  for  the  collective  invest¬ 
ment  and  reinvestment  of  moneys  con¬ 
tributed  thereto  by  a  bank  or  trust  com¬ 
pany  in  its  capacity  as  a  trustee,  execu¬ 
tor,  or  administrator;  and  in  conformity 
with  tlie  rules  and  regulations  prevailing 
from  time  to  time  of  the  Board  of  Grov- 
ernors  of  the  Federal  Reserve  System, 
pertaining  to  the  collective  investment 
of  trust  funds:  Provided  further.  That 
this  subparagraph  shall  not  be  applicable 
to  any  mortgage  so  long  as  it  is  held  in  a 
common  trust  estate  administered  by  a 
bank  or  trust  company  which  is  subject 
to  the  inspection  and  supervision  of  a 
governmental  agency,  exclusively  for  the 
benefit  of  other  banking  institutions 
which  are  subject  to  the  inspection  and 


supervision  of  a  governmental  agency 
and  which  are  authorized  by  law  to  ac¬ 
quire  beneficial  interests  in  such  common 
trust  estate,  nor  to  any  mortgage  or  group 
of  mortgages  transferred  to  such  a  bank 
or  trust  company  as  trustee  exclusively 
for  the  benefit  of  outstanding  owners  of 
undivided  interests  in  the  trust  estate, 
under  the  terms  of  certificates  issued  and 
sold  more  than  three  years  prior  to  said 
transfer,  by  a  corporation  which  is  sub¬ 
ject  to  the  inspection  and  supervision  of 
a  governmental  agency;  And  provided 
further.  That  this  subparagraph  shall 
not  be  applicable  to  any  participation  in 
a  mortgage  by  one  or  more  banks  or  trust 
companies  pursuant  to  an  agreement 
entered  into  prior  to  the  insurance  of 
such  mortgage  under  which  such  institu¬ 
tions  participate  in  the  advance  of  con¬ 
struction  funds  in  contemplation  of 
reimbursement  from  the  proceeds  of  the 
sale  of  the  insured  mortgage,  and  such 
participation  may  continue  for  such 
period  of  time  after  the  insurance  of  the 
mortgage  as  may  be  required  to  execute 
the  purposes  of  such  agreement,  provided 
the  mortgagee  presenting  the  mortgage 
for  insurance  is  entitled  to  all  the  rights 
and  is  bound  by  all  the  obligations  of  the 
contract  of  insurance. 

(Sec.  211,  52  stat.  23;  12  U.  S.  C.  1716b.  Inter¬ 
pret  or  apply  sec.  203,  48  Stat.  1248,  as 
amended;  12  U.  S,  C.  1709) 

Issued  at  Washington,  D.  C.,  April  20, 
1950,  to  be  effective  as  to  any  mortgage 
on  which  a  commitment  to  insure  is 
issued  on  or  after  such  date. 

Franklin  D.  Richards, 
Federal  Housing  Commissioner.  . 

ir.  R.  Doc.  50-3527;  Piled,  Apr.  25,  1950; 

8:49  a.  m.]  ■■ 


Subchapter  H — War  Housing  Insurance 

Part  278 — War  Housing  Insurance;  El¬ 
igibility  Requirements  of  Mortgage 
Under  Section  603  Pursuant  to  Sec¬ 
tion  610  OF  the  National  Housing  Act 

miscellaneous  amendments 

1.  Section  278.5  is  amended  to  read  as 
follows: 

§  278.5  Fee  to  accompany  application. 
Applications  for  a  firm  or  conditional 
commitment  must  be  accompanied  by 
the  mortgagee’s  check  for  the  sum  of 
$20.00  to  cover  the  cost  of  processing  by 
the  Commissioner.  If  an  application  is 
refused  as  a  result  of  preliminary  exam¬ 
ination  by  the  Commissioner,  the  fee  will 
be  returned  to  the  applicant  but  no  por¬ 
tion  of  the  fee  will  be  returned  after  fur¬ 
ther  work  has  been  performed  following 
the  preliminary  examination. 

2.  Section  278,7  Is  amended  to  read  as 
follows : 

§  278.7  Mortgage  to  he  executed  in 
connection  with  sale  of  housing  by  Gov¬ 
ernment  or  first  resale.  The  mortgage 
must  be  executed  in  connection  with: 

(a)  The  sale  by  the  Government,  or 
any  agency  or  official  thereof,  of  hous¬ 
ing  acquired  or  constructed  imder  Pub¬ 
lic  Law  849,  76th  Congress,  as  amended; 
Public  Law  781,  76th  Congress,  as 
amended;  or  Public  Laws  9,  73,  or  353, 
77th  Cor^ress,  as  amended;  or 
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(b)  The  sale  by  the  Government,  or 
any  agency  or  official  thereof,  of  any  of 
the  sp-called  Greenbelt  Towns,  or  parts 
thereof,  including  projects,  or  parts 
thereof,  known  as  Greenhills,  Ohio, 
Greenbelt,  Maryland,  and  Greendale, 
Wisconsin,  developed  under  the  Emer¬ 
gency  Relief  Appropriation  Act  of  1935; 
or 

(c)  The  sale  by  the  Government,  or 
any  agency  or  official  thereof,  of  any  of 
the  village  properties  under  the  juris¬ 
diction  of  the  Tennessee  Valley  Author¬ 
ity;  or 

(d)  The  sale  by  the  Public  Housing 
Administration,  or  by  any  public  hous¬ 
ing  agency,  with  the  approval  of  the  said 
Administration,  of  any  housing  (includ¬ 
ing  any  property  acquired,  held,  or 
constructed  in  connection  with  such 
housing  or  to  serve  the  inhabitants 
thereof)  owned  or  financially  assisted 
pursuant  to  the  provisions  of  Public  Law 
671, 76th  Congress;  or 

(e)  The  first  resale,  within  two  years 
from  the  date  of  its  acquisition  from  the 
Government,  or  any  agency  or  official 
thereof,  of  any  portion  of  a  project  or 
property  of  the  character  described  in 
paragraphs  (a),  (b),  (c)  and  (d)  of  this 
section. 

3.  Section  278.11  is  amended  to  read  as 
follows : 

§  278.11  Rate  of  interest.  The  mort¬ 
gage  may  bear  interest  at  such  rate  as 
may  be  agreed  upon  between  the  mort¬ 
gagee  and  the  mortgagor,  but  in  no  case 
shall  such  interest  rate  be  in  excess  of 
4*/4  percent  per  annum.  Interest  shall 
be  payable  in  monthly  installments  on 
the  principal  then  outstanding. 

(Sec.  607,  65  Stat.  61;  12  U.  S.  C.  1742.  In¬ 
terpret  or  apply  sec.  603,  55  Stat.  56,  aa 
amended;  12  U.  S.  C.  and  Sup.,  1738) 

Issued  at  Washington,  D.  C.,  April  20, 
1950,  to  be  effective  as  to  any  mortgage 
on  which  a  commitment  to  insure  is 
issued  on  or  after  such  date. 

Franklin  D.  Richards, 

Federal  Housing  Commissioner. 

[P.  R.  Doc.  60-3528;  Piled,  Apr.  25,  1950; 
8:50  a.  m.] 


Subchapter  I — War  Rental  Housing  Insurance 

Part  283 — Multifamily  War  Housing 
Insurance;  Eligibility  Requirements 
OF  Mortgage  Under  Section  608  Pur¬ 
suant  TO  Section  610  of  the  National 
Housing  Act 

ELIGIBLE  mortgages 

Section  283.9  is  amended  to  read  as 
follotfS: 

§  283.9  Eligible  mortgages.  The  mort¬ 
gage  must  be  executed  in  connection 

with; 

<a)  The  sale  by  the  Government,  or 
any  agency  or  official  thereof,  of  housing 
acquired  or  constructed  under  Public 
Law  849,  76th  Congress,  as  amended; 
I*ublic  Law  781,  76th  Congress,  as 
amended;  or  Public  Laws  9,  73,  or  353, 
‘7th  Congress,  as  amended;  or 
<b)  The  sale  by  the  Government,  or 
any  agency  or  official  thereof,  of  any  of 


the  so-called  Greenbelt  Towns,  or  parts 
thereof,  including  projects,  or  parts 
thereof,  known  as  Greenhills,  Ohio, 
Greenbelt,  Maryland,  and  Greendale, 
Wisconsin,  developed  under  the  Emer¬ 
gency  Relief  Appropriation  Act  of  1935; 
cr 

(c)  The  sale  by  the  Government,  or 
any  agency  or  official  thereof,  of  any  of 
the  village  properties  under  the  juris¬ 
diction  of  the  Tennessee  Valley  Author¬ 
ity;  or 

(d)  The  sale  by  the  Public  Housing 
Administration,  or  by  any  public  hous¬ 
ing  agency,  with  the  approval  of  the 
said  Administration,  of  any  housing  (in¬ 
cluding  any  property  acquired,  held,  or 
constructed  in  connection  with  such 
housing  or  to  serve  the  inhabitants 
thereof)  owned  or  financially  assisted 
pursuant  to  the  provisions  of  Public  Law 
671,  76th  Congress;  or 

(e)  The  first  resale,  within  two  years 
from  the  date  of  its  acquisition  from  the 
Government,  or  any  agency  or  official 
thereof,  of  any  portion  of  a  project  or 
property  of  the  character  described  in 
paragraphs  (a),  (b),  (c)  and  (d)  of  this 
section. 

(Sec.  607,  65  Stat.  61;  12  U.  S.  C.  1742. 
Interprets  or  applies  sec.  608,  66  Stat.  303,  as 
amended;  12  U.  S.  C.  and  Sup.,  1743)^ 

Issued  at  Washington,  D.  C.,  April  20, 
1950,  to  be  effective  as  to  any  mortgage 
on  which  a  commitment  to  insure  is 
issued  on  or  after  such  date. 

Franklin  D.  Richards, 

Federal  Housing  Commissioner. 

IF.  R.  Doc.  50-3529;  Piled,  Apr.  25,  1950; 

8:50  a.  m.] 


Subchapter  K — Single  Family  Project  Loans,  War 
Housing  Insurance 

Part  287 — Eligibility  Requirements  of 
Project  Mortgage  Covering  Group  of 
Single-Family  Dwellings 

APPROVAL  OF  MORTGAGEES 

Sec. 

287.1  Classification  of  mortgagees. 

287.2  Property  Inspection  by  mortgagee. 

287.3  Non-approval.  * 

287.4  Withdrawal  of  approval. 

APPLICATION  AND  COMMITMENT 

287.5  Submission  of  application. 

287.6  Form  of  application. 

287.7  Application  fee. 

287.8  ,  Approval  of  application. 

287.9  Inspection  fee. 

ELIGIBLE  MORTGAGES 

287.10  Mortgage  must  be  on  approved  form. 

287.11  Amount  of  principal  obligation. 

287.12  Eligible  mortgages  In  Alaska. 

287.13  Maturity. 

287.14  Interest  rate. 

287.15  Amortization  provisions. 

287.16  Payment  requirements. 

287.17  Covenants  for  fire  Insurance. 

287.18  Additional  payment  requirements. 

287.19  Application  of  payments. 

287.20  Default  and  foreclosure. 

287.21  Initial  service  charge. 

287.22  Recording  fee,  mortgage  and  stamp 

taxes. 

287.23  Prepayment  privilege. 

287.24  Additional  terms  and  conditions. 

287.25  Replacement  by  individual  mort¬ 

gages.  * 


Sec. 

287.26  Soundness  of  risk  of  project. 

287.27  Mortgage  covenant  regarding  racial 

restrictions. 

ELIGIBLE  MORTGAGORS 

287.28  Property  free  of  liens  and  obligations. 

287.29  Occupancy  priority  to  veterans. 

287.30  Satisfactory  credit  standing. 

287.31  Assurance  of  completion  require¬ 

ments. 

287.32  Deposit  to  assure  completion  of  off¬ 

site  Improvements. 

287.33  Form  of  assurance  of  completion. 

287.34  Certificate  of  mortgagor  regarding 

racial  restrictions. 

ELIGIBLE  PROPERTIES 

287.35  Eligibility  of  property. 

287.36  Development  of  property. 

287.37  Compliance  with  zoning  restrlctlous, 

etc. 

TITLE 

287.38  Eligibility  of  title. 

287.39  Title  evidence. 

INSURANCE  OF  ADVANCES  DURING  CONSTRUCTION 

287.40  Agreement  governing  advances. 

287.41  Non-application. 

EFFECTIVE  DATE 

287.42  Effective  date. 

Authority:  §§  287.1  to  287.42  Issued  under 
sec.  607,  65  Stat.  61;  12  U.  S.  C.  1742. 

APPROVAL  OF  MORTGAGEES 

§  287.1  Classification  of  mortgagees. 
The  following  may  become  the  mortga¬ 
gee  of  a  project  mortgage  insured  under 
section  611  of  the  National  Housing  Act: 

(a)  Any  institution  or  organization 
W'hich  is  approved  as  a  mortgagee  under 
sections  203  (b)  or  603  (b)  of  the  Na¬ 
tional  Housing  Act;  and 

(b)  Any  other  chartered  institution 
or  permanent  organization  having  suc¬ 
cession,  upon  its  approval  by  the  Com¬ 
missioner  for  a  particular  transaction. 

§  287.2  Property  inspection  by  mort¬ 
gagee.  As  a  condition  precedent  to  in¬ 
surance,  the  mortgagee  must  agree  that 
will  ascertain  the  general  physical 
condition  of  the  mortgaged  property  at 
intervals  not  greater  than  one  year,  and 
that,  if  at  any  time  it  be  determined  by 
the  mortgagee  that,  in  addition  to  ordi¬ 
nary  wear  and  tear,  the  mortgaged 
property  is  being  subjected  to  perma¬ 
nent  or  substantial  injury,  through  un¬ 
reasonable  use,  abuse  or  neglect,  the 
mortgagee  will,  unless  adequate  provi¬ 
sion  satisfactory  to  a  prudent  lender  is 
made  for  the  prompt  restoration  of  the 
mortgaged  property,  forthwith  take  such 
action  as  may  be  available  to  it  under 
the  mortgage  and  appropriate  to  the 
particular  case,  for  the  protection  and 
preservation  of  the  mortgaged  property 
and  the  income  therefrom,  and  the  sub¬ 
mission  of  an  application  for  insurance 
shall  be  evidence  of  such  agreement. 

§  287.3  Non-approval  The  Commis¬ 
sioner  reserves  the  right  to  refuse  to 
approve  any  institution  or  organization 
as  the  mortgagee  of  a  particular  mort¬ 
gage  or  to  withhold  any  such  approval 
pending  compliance  by  such  institution 
or  organization,  with  additional  condi¬ 
tions  which  in  the  discretion  .of  the 
Commissioner  are  required  in  the  par¬ 
ticular  case. 

§  287.4  Withdrawal  of  approval.  Ap¬ 
proval  of  a  mortgagee  may  be  with¬ 
drawn  by  notice  from  the  Commis- 
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sioner  upon  violation  of  the  agreement 
mentioned  in  §  287.2.  and  such  approval 
may  also  be  withdrawn  at  any  time  for 
other  cause  suflScient  to  the  Commis¬ 
sioner,  but  no  withdrawal  will  in  any 
way  affect  the  insurance  of  mortgages 
theretofore  accepted  for  insurance. 

APPUCATION  AND  COMMITMENT 

§  287.5  Submission  of  application. 
Any  approved  mortgagee  may  submit  an 
application  for  insurance  of  a  mortgage 
about  to  be  executed  or  of  a  mortgage 
already  executed. 

§  287.6  Form  of  application.  The  ap¬ 
plication  must  be  made  upon  a  standard 
form  prescribed  by  the  Commissioner 
and  filed  at  the  local  Federal  Housing 
Administration  oflBce  serving  the  area  in 
which  the  property  is  located. 

§  287.7  Application  fee.  The  applica¬ 
tion  must  be  accompanied  by  the  mort¬ 
gagee’s  check  to  cover,  ia)  an  “Applica¬ 
tion  Fee”  computed  at  the  rate  of  $1.50 
per  $1,030  of  the  original  face  amount  of 
the  mortgage  loan  for  which  application 
is  made,  to  cover  the  costs  of  analysis  by 
the  Commissioner,  and  (b)  a  sum  (re¬ 
ferred  to  as  “Commitment  Fee")  which 
when  added  to  the  Application  Fee  will 
aggregate  $3.00  per  $1,000  of  the  face 
amount  of  the  mortgage  loan  approved 
for  insurance  by  the  Commissioner,  and 
which  shall  be  paid  at  the  time  of  deliv¬ 
ery  of  the  commitment.  If  the  applica¬ 
tion  is  refused  as  a  result  of  preliminary 
examination  by  the  Commissioner,  the 
fee  paid  will  be  returned  to  the  appli¬ 
cant.  If,  after  insurance,  the  amount  of 
an  insured  mortgage  is  increased  either 
by  amendment  or  by  the  substitution  of 
a  new  insured  mortgage,  a  further  fee 
shall  be  paid,  based  upon  the  amount  of 
such  increase. 

§  287.8  Approval  of  application.  Upon 
approval  of  an  application,  a  commit¬ 
ment  w'ill  be  issued  upon  a  form  approved 
by  the  Commissioner,  setting  forth  the 
terms  and  conditions  upon  which  the 
mortgage  will  be  insured  which  commit¬ 
ment  may  be  on  a  form  providing  for 
advances  of  mortgage  money  during  con¬ 
struction  and  the  insurance  of  such 
advances  or  it  may  be  on  a  form  provid¬ 
ing  for  insurance  of  the  mortgage  after 
completion  of  the  improvements  depend¬ 
ing  upon  the  request  of  the  mortgagee 
indicated  upon  the  application  for  mort¬ 
gage  insurance. 

§  287.9  Inspection  fee.  An  inspection 
fee  computed  at  the  rate  of  $5.00  per 
$1,000  of  the  fact  amount  of  the  commit¬ 
ment  shall  be  paid  as  provided  for  in  the 
commitment. 

ELIGIBLE  MORTG.AGES 

§  287.10  Mortgage  must  be  on  ap¬ 
proved  form.  To  be  eligible  for  insur¬ 
ance  the  mortgage  must  be  executed 
upon  a  form  approved  by 'the  Commis¬ 
sioner  for  use  in  the  jurisdiction  in  which 
the  property  covered  by  the  mortgage  is 
situated  by  a  mortgagor  with  the  quali¬ 
fications  hereinafter  set  forth  in 
§§  287.28  to  287.34,  must  be  a  first  lien 
upon  property  that  conforms  with  the 
property  standards  prescribed  by  the 
Commissioner,  and  the  mortgagee  must 
.  be  obligated,  as  a  part  of  the  mortgage 


transaction,  to  disburse  the  entire  prin¬ 
cipal  amount  of  the  mortgage  to,  or  for 
the  account  of,  the  mortgagor. 

§  287.11  Amount  of  principal  obliga¬ 
tion.  The  mortgage  must  secure  a  prin¬ 
cipal  obligation  in  multiples  of  $100  and 
not  in  excess  of  85  percent  of  the  amount 
which  the  Commissioner  estimates  will 
be  the  value  of  the  completed  property 
or  project,  exclusive  of  any  plant  located 
upon  the  mortgaged  property  for  the 
fabrication  or  storage  of  dwellings,  or 
sections  or  parts  thereof,  and  not  in 
excess  of  a  sum  computed  on  the  indi¬ 
vidual  dwellings  comprising  the  total 
project  on  the  basis  of  $5,950  or  85  per¬ 
cent  of  the  valuation,  whichever  is  less, 
with  respect  to  each  single-family  dwel¬ 
ling  :  Provided,  That  if  the  Commissioner 
finds  that  it  is  not  feasible,  within  the 
above  dollar  amount  limitation  on  the 
principal  obligation  of  the  mortgage,  to 
construct  dwellings  containing  three  or 
four  bedrooms  without  sacrifice  of  sound 
standards  of  constructiwi,  design,  and 
livability,  he  may  increase  such  dollar 
amount  limitation  by  not  exceeding  $850 
for  each  additional  bedroom  (as  defined 
by  the  Commissioner)  in  excess  of  two 
contained  in  each  such  dwelling  if  he 
finds  that  such  dwelling  meets  sound 
standards  of  design  and  livability  as  a 
three-bedroom  unit  or  a  four-bedroom 
unit,  as  the  case  may  be,  but  the  amount 
computed  under  this  section  for  each 
such  dwelling  shall  not  exceed,  in  any 
event,  $7,650. 

§  287.12  Eligible  mortgages  in  Alaska. 

(a)  The  Commissioner  may,  if  he  finds 
that  because  of  higher  costs  prevailing 
in  the  Territory  of  Alaska,  it  is  not  feasi¬ 
ble  to  construct  dwellings  on  property* 
located  in  Alaska  without  sacrifice  of 
sound  standards  of  construction,  design 
and  livability,  within  the  limitations  as 
to  maximum  mortgage  amounts  provided 
in  §  287.11,  prescribe  by  regulation  or 
otherwise,  with  respect  to  dollar  amount, 
a  higher  maximum  for  the  principal 
obligation  of  mortgages  covering  prop¬ 
erty  located  in  Alaska,  in  such  amounts 
as  he  shall  find  necessary  to  compensate 
for  such  higher  costs  but  not  to  exceed, 
in  any  event,  the  maximum  otherwise 
applicable  by  more  thdn  one-third 
thereof. 

(b)  Upon  application  by  a  mortgagee 
any  mortgage  otherwise  eligible  for  in¬ 
surance  under  any  of  the  provisions  of 
this  part,  may  be  insured  without  regard 
to  any  requirement  contained  in  this 
part  that  the  mortgaged  property  be  free 
and  clear  of  all  liens  other  than  the 
mortgage  offered  for  insurance  and  that 
there  will  not  be  any  ether  unpaid  obli¬ 
gations  contracted  in  connection  with 
the  mortgage  transaction  or  the  purchase 
of  the  mortgaged  property. 

(c)  The  provisions  of  §  287.26  shall 
not  be  applicable  to  mortgages  covering 
property  located  in  Alaska,  provided  that 
mortgages  covering  property  located  in 
Alaska  shall  not  be  accepted  for  insur¬ 
ance  unless  the  Commissioner  finds  that 
the  property  or  project  is  an  acceptable 
risk  giving  consideration  to  the  acute 
housing  shortage  in  Alaska. 

§  287.13  Maturity.  The  mortgage 
must  have  a  maturity  satisfaction  to  the 


Commissioner,  and  should  come  due  upon 
the  first  day  of  a  month. 

§  287.14  Interest  rate.  The  mortgage 
may  bear  interest  at  such  rate  as  may 
be  agreed  upon  between  the  mortgagee 
and  the  mortgagor,  but  in  no  case  shall 
such  interest  rate  be  in  excess  of  4  per¬ 
cent  per  annum.  Interest  shall  be  pay¬ 
able  only  on  principal  outstanding  and 
shall  be  payable  in  monthly  installments. 

•  §  287.15  Amortization  provisions. 
The  mortgage  must  contain  complete 
amortization  provisions  satisfactory  to 
the  Commissioner  requiring  equal 
monthly  payments  consisting  of  prin¬ 
cipal  and  interest.  Where  the  insured 
mortgage  does  not  exceed  $200,000,  pay¬ 
ments  on  account  of  principal  shall  be¬ 
gin  not  later  than  the  first  day  of  the 
twelfth  month  following  execution  of 
the  mortgage.  Where  the  mortgage  does 
exceed  $200,000,  such  principal  pay¬ 
ments  shall  begin  not  later  than  the 
first  day  of  the  eighteenth  month  fol¬ 
lowing  the  execution  of  the  mortgage, 
or  at  such  earlier  date,  as  may  be  de¬ 
termined  by  the  Commissioner  at  time 
of  commitment.  In  cases  where  a  com¬ 
mitment  has  been  issued  to  insure  upon 
completion,  amortization  shall  com¬ 
mence  on  the  first  day  of  a  month  not 
later  than  thirty  days  after  the  expira¬ 
tion  date  of  the  commitment. 

§  237.16  Payment  requirements.  The 
mortgage  may  provide  for  monthly  pay¬ 
ments  by  the  mortgagor  to  the  mortga¬ 
gee  of  an  amount  equal  to  one-twelfth 
of  the  annual  mortgage  insurance 
premium,  payable  by  the  mortgagee  to 
the  Commissioner.  Such  payments  shall 
continue  only  so  long  as  the  contract  of 
insurance  shall  remain  in  effect. 

§  287.17  Covenants  for  fire  insurance. 
The  mortgage  shall  contain  covenant 
binding  the  mortgagor  to  keep  the  prop¬ 
erty  insured  by  a  standard  policy  or 
policies  against  fire  and  such  other  haz¬ 
ards  as  the  Commissioner,  upon  the  in¬ 
surance  of  the  mortgage,  may  stipulate, 
in  an  amount  which  will  comply  with 
the  CO- insurance  clause  applicable  to  the 
location  and  character  of  the  property, 
but  not  less  than  80  percent  of  the  actual 
cash  value  of  the  insurable  improvements 
and  equipment  of  the  project.  The  ini¬ 
tial  coverage  shall  be  in  an  amount  esti¬ 
mated  by  the  Commissioner  as  of  the 
time  of  completion  of  the  entire  project 
or  units  thereof.  The  policies  evidenc¬ 
ing  such  insurance  shall  have  attached 
thereto  a  standard  mortgagee  clause 
making  loss  payable  to  the  mortgagee 
and  the  Commissioner,  as  interests  may 
appear. 

§  287.18  Additional  payment  require¬ 
ments.  The  mortgage  shall  provide  for 
such  equal  monthly  payments  by  the 
mortgagor  to  the  mortgagee  as  will  amor¬ 
tize  the  ground  rents,  if  any,  and  the 
estimated  amount  of  all  taxes,  water 
rates  and  special  assessments,  if  any, 
and  fire  and  other  hazard  insurance 
premiums,  within  a  period  ending  one 
month  prior  to  the  dates  on  which  the 
same  become  delinquent.  The  mortgage 
shall  further  provide  that  such  payments 
shall  be  held  in  trust  for  the  benefit 
and  account  of  the  mortgagor  by  the 
mortagee,  for  the  purpose  of  paying  such 
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ground  rents,  taxes,  water  rates  and  as¬ 
sessments,  and  insurance  premiums,  be¬ 
fore  the  same  become  delinquent.  The 
mortgage  must  also  make  provision  for 
adjustments  in  case  the  estimated 
amount  of  such  taxes,  water  rates  and 
assessments,  and  insurance  premiums 
shall  prove  to  be  more,  or  less,  than  the 
actual  amount  thereof  so  paid  by  the 
mortgagor. 

§  287.19  Application  of  payments. 
(a)  All  monthly  payments  to  be  made 
by  the  mortgagor  to  the  mortgagee,  as 
provided  in  §§  287,14  to  287.18,  shall  be 
added  together  and  the  aggregate 
amount  thereof  shall  be  paid  by  the 
mortgagor  each  month  in  a  single  pay¬ 
ment.  The  mortgagee  shall  apply  the 
same  to  the  following  items  in  the  order 
set  forth: 

(1)  Premium  charges  under  the  con¬ 
tract  of  insurance; 

(2)  Ground  rents,  taxes,  water  rates, 
special  assessments,  and  fire  and  other 
hazard  insurance  premiums; 

(3)  Interest  on  the  mortgage;  and 

(4)  Amortization  of  the  principal  of 
the  mortgage. 

(b)  Any  deficiency  in  the  amount  of 
any  such  aggregate  monthly  payments 
shall,  unless  made  good  by  the  mort¬ 
gagor  prior  to  or  on  the  due  date  of  the 
next  such  payment,  constitute  an  event 
of  default  under  the  mortgage. 

§  287.20  Default  and  foreclosure. 
The  mortgage  must  contain  a  provision 
or  provisions,  satisfactory  to  the  Com¬ 
missioner,  giving  to  the  mortgagee,  in 
the  event  of  default  or  foreclosure  of  the 
mortgage,  such  rights  and  remedies  for 
the  protection  and  preservation  of  the 
property  covered  by  the  mortgage  and 
the  income  therefrom,  as  are  available 
under  the  law  or  custom  of  the 
jurisdiction. 

§  287.21  Initial  service  charge.  The 
mortgagee  may  charge  the  mortgagor 
the  amount  of  the  application  fees  pro¬ 
vided  in  §  287.7  and  an  initial  service 
charge  to  reimburse  itself  for  the  cost  of 
closing  the  transaction.  Such  initial 
service  charge  may  be  in  an  amount  not 
in  excess  of  1 V2  percent  of  the  original 
principal  amount  of  the  mortgage. 

§  287.22  Recording  fee,  mortgage  and 
stamp  taxes.  In  addition  to  the  charges 
hereinbefore  mentioned,  the  mortgagee 
may  collect  from  the  mortgagor  only 
recording  fees,  mortgage  and  stamp 
taxes,  if  any,  and  such  costs  of  survey 
and  title  search  as  are  approved  by  the 
Commissioner. 

§  287.23  Prepayment  privilege.  The 
mortgage  shall  contain  a  provision 
reserving  to  the  mortgagor  the  privilege 
of  prepaying  the  mortgage  indebtedness 
in  full,  or  in  an  amount  equal  to  one  or 
more  monthly  payments  on  the  principal 
next  due,  and  shall  not  provide  for  the 
payment  of  any  charge  on  account  of 
such  prepayment. 

§  287.24  Additional  terms  and  condi¬ 
tions.  The  mortgage  may  contain  such 
other  terms,  conditions  and  provisions 
with  respect  to  advances  during  con¬ 
struction,  assurance  of  completion,  re¬ 
lease  of  parts  of  the  mortgaged  property 
from  the  lien  of  the  mortgage,  insurance, 


repairs,  alterations,  payment  of  taxes, 
foreclosure  proceedings,  anticipation  of 
maturity,  and  other  matters  as  the 
Commissioner  may  in  his  discretion  pre¬ 
scribe  or  approve. 

§  287.25  Replacement  t>y  individual 
mortgage.  The  mortgage  may  provide 
that,  upon  the  completion  of  the  con¬ 
struction  of  the  project,  such  mortgage 
may  be  replaced  by  individual  mortgages 
covering  each  individual  dwelling  in  the 
project. 

§  287.26  Soundness  of  risk  of  project. 
The  mortgage  must  be  executed  with 
respect  to  a  project  which,  in  the  opinion 
of  the  Commissioner,  is  an  acceptable 
risk  in  view,  of  the  shortage  of  housing. 

§  287.27  Mortgage  covenant  regarding 
racial  restrictions.  The  mortgage  shall 
contain  a  covenant  by  the  mortgagor 
that  until  the  mortgage  has  been  paid  in 
full,  or  the  contract  of  insurance  other¬ 
wise  terminated,  he  will  not  execute  or 
file  for  record  any  instrument  which  im¬ 
poses  a  restriction  upon  the  sale  or  occu¬ 
pancy  of  the  mortgaged  property  on  the 
basis  of  race,  color,  or  creed.  Such  cove¬ 
nant  shall  be  binding  upon  the  mort¬ 
gagor  and  his  assigns  and  shall  provide 
that  upon  violation  thereof  the  mort¬ 
gagee  may,  at  its  option,  declare  the 
unpaid  balance  of  the  mortgage  immedi¬ 
ately  due  and  payable. 

ELIGIBLE  MORTGAGORS 

§  287.28  Property  free  of  liens  and 
obligations.  A  mortgagor  must  establish 
that  after  final  disbursement  of  the  loan, 
the  property  covered  by  the  mortgage  is 
free  and  clear  of  all  liens  other  than 
such  mortgage,  and  that  there  will  not 
be  outstanding  any  other  unpaid  obliga¬ 
tion  contracted  in  connection  with  the 
mortgage  transaction  or  the  purchase  of 
the  mortgaged  property,  except  obliga¬ 
tions  which  are  secured  by  property  or 
collateral  owned  by  the  mortgagor  inde¬ 
pendently  of  the  mortgaged  property, 

§  287.29  Occupancy  priority  to  veter¬ 
ans.  A  mortgagor  must  establish,  in  a 
manner  satisfactory  to  the  Commis¬ 
sioner,  that  after  completion  of  the  proj¬ 
ect,  preference  or  priority  of  opportunity 
to  occupy  will  be  given  to  veterans  of 
World  War  II  and  their  immediate  fam¬ 
ilies,  except  that  this  requirement  does 
not  apply  to  hardship  cases  as  defined 
by  the  Commissioner  and  approved  by 
him. 

§  287.30  Satisfactory  credit  standing. 
A  mortgagor  must  have  a  general  credit 
standing  satisfactory  to  the  Commis¬ 
sioner. 

§  287.31  Assurance  of  completion  re¬ 
quirements.  A  mortgagor  must  estab¬ 
lish,  in  a  manner  satisfactory  to  the 
Commissioner,  that  in  addition  to  the 
proceeds  of  the  insured  mortgage,  the 
mortgagor  has  funds  sufficient  to  assure 
completion  of  construction  of  the  proj¬ 
ect.  The  Commissioner  may  require 
such  funds.  If  any,  to  be  deposited  with 
and  held  by  the  mortgagee  in  a  special 
account  or  with  an  acceptable  trustee  or 
escrow  agent  under  an  appropriate 
agreement  approved  by  the  Commis¬ 
sioner  which  will  require  such  funds  to 
be  expended  for  work  and  material  on 


the  physical  improvements  prior  to  the 
advance  of  any  mortgage  money. 

§  287.32  Deposit  to  assure  completion 
of  offsite  improvements.  The  Commis¬ 
sioner  may  require  the  deposit  with  the 
mortgagee  or  with  an  acceptable  trustee 
or  escrow  agent  under  an  appropriate 
agreement  of  such  cash  as  may  be  re¬ 
quired  for  the  completion  of  offsite  public 
utilities  and  streets. 

§  287.33  Form  of  assurance  of  com¬ 
pletion.  Assurance  for  the  completion 
of  a  project  may  be  either  (a)  the  per¬ 
sonal  undertaking  or  obligation  in  a  form 
and  by  an  obligor  or  obligors  designated 
by  the  mortgagee  and  satisfactory  to  the 
Commissioner,  in  an  amount  at  least 
equal  to  10  percent  of  the  construction 
cost,  or  (b)  an  escrow  deposit  in  an  ap¬ 
proved  depositary  of  cash  or  securities 
of,  or  fully  guaranteed  as  to  principal 
and  interest  by,  the  United  States  of 
America,  in  an  amount  at  least  equal  to 
10  percent  of  the  construction  cost,  con¬ 
ditioned  on  completion  of  the  project  to 
the  satisfaction  of  the  Commissioner. 

§  287.34  Certificate  of  mortgagor  re¬ 
garding  racial  restrictions.  A  mortgagor 
must  establish  that  no  restriction  upon 
the  sale  or  occupancy  of  the  mortgaged 
property,  on  the  basis  of  race,  color,  or 
creed,  has  been  filed  of  record  at  any 
time  subsequent  to  February  15,  1950, 
and  prior  to  the  recording  of  the  mort¬ 
gage  offered  for  insurance,  and  must 
certify  that,  until  the  mortgage  has  been 
paid  in  full  or  the  contract  of  insurance 
otherwise  terminated,  he  will  not  file 
for  record  any  such  restriction  affecting 
the  mortgaged  property  or  execute  any 
agreement,  lease,  or  conveyance  affecting 
the  mortgaged  property  which  imposes 
any  such  restriction  upon  its  sale  or 
occupancy. 

ELIGIBLE  PRCJI'ERTIES 

§  287.35  Eligibility  of  property.  A 
mortgage  to  be  'eligible  for  insurance 
must  be  on  real  estate  held  in  fee  simple, 
or  on  the  interest  of  the  lessee  under  a 
lease  for  not  less  than  99  years  which  is 
renewable,  or  under  a  lease  having  a 
period  of  not  less  than  50  years  to  run 
from  the  date  the  mortgage  is  executed. 

§  287.36  Development  ^f  property. 
At  the  time  the  mortgage  is  insured  the 
mortgagor  shall  have  constructed  and 
completed  or  shall  be  obligated  to  con¬ 
struct  and  complete  dwelling  units  on 
the  mortgaged  property,  conforming  to 
standards  satisfactory  to  the  Commis¬ 
sioner,  and  consisting  of  a  group  of  not 
less  than  25  single-family  dwellings  ap¬ 
proved  by  the  Commissioner  for  mort¬ 
gage  insurance  prior  to  the  beginning  of 
construction. 

§  287.37  Compliance  with  zoning  re¬ 
strictions,  etc.  Such  dwelling  and  other 
Improvements,  if  any,  must  not  violate 
any  zoning  or  deed  restrictions  appli¬ 
cable  to  the  project  site  (other  than  race 
restrictions),  and  must  comply  with  all 
applicable  building  and  other  govern¬ 
mental  regulations. 

TITLE 

§  287.38  Eligibility  of  title.  In  order 
to  be  eligible  for  insurance,  the  Commis¬ 
sioner  must  determine  that  marketable 
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title  to  the  mortgaged  property  is  vested 
in  the  mortgagor  as  of  the  date  the 
mortgage  is  filed  for  record.  The  Com¬ 
missioner  will  examine  the  title  to  prop¬ 
erty  covered  by  a  mortgage  offered  for 
insurance  and  in  the  event  a  determina¬ 
tion  of  eligibility  with  respect  to  title  is 
made  as  herein  provided,  such  finding 
shall  constitute  a  part  of  the  contract  of 
insurance  evidenced  by  the  insurance 
endorsement. 

§  287.39  Title  evidence.  Upon  en¬ 
dorsement  of  the  mortgage  for  insurance, 
the  mortgagee,  without  expense  to  the 
Commissioner,  shall  furnish  to  the  Com¬ 
missioner  a  survey  satisfactory  to  him 
and  a  policy  of  title  insurance  as  pro¬ 
vided  in  paragraph  (a)  of  this  section: 
Provided,  however.  That  in  the  event  the 
mortgagee  is  unable  to  furnish  such 
policy  for  reasons  satisfactory  to  the 
Commissioner,  the  mortgagee,  without 
expense  to  the  Commissioner,  shall  fur¬ 
nish  evidence  of  title  as  provided  in 
paragrarrtis  (b),  (c),  or  (d)  of  this  sec¬ 
tion  as  the  Commissioner  may  require. 

(a)  A  policy  of  title  in.surance  with  re¬ 
spect  to  such  mortgage  issued  by  a  com¬ 
pany  satisfactory  to  the  Commissioner. 
Such  policy  shall  comply  with  the  “L.  I. 
C.  Standard  Mortgagee  Form,”  or  the 
“A.  T.  A.  Standard  Mortgagee  Form,”  or 
such  other  form  as  may  be  approved  by 
the  CommLssioner  and  which  offers  sub¬ 
stantially  the  same  coverage  under  sub¬ 
stantially  the  same  conditions  and 
stipulations.  Such  policies  may  contain 
such  “permitted”  and  other  exceptions, 
restrictions,  and  limitations  as  are  ap¬ 
proved  by  the  Commissioner.  The  policy 
shall  become  effective  as  of  the  date  the 
mortgage  is  filed  for  record  and  shall  run 
to  the  mortgagee  and  the  Commissioner, 
their  successors  and  assigns,  as  their  re¬ 
spective  interests  may  appear. 

(b)  An  abstract  of  title  satisfactory  to 
the  Commissioner,  prepared  by  an  ab¬ 
stract  company  or  individual  engaged  in 
the  business  of  preparing  abstracts  of 
title,  accompanied  by  a  legal  opinion 
satisfactory  to  the  Commissioner,  as  to 
the  quality  of  such  title,  signed  by  an 
attorney  at  law  experienced  in  the  ex¬ 
amination  of  titles. 

(c)  A  Torrens  or  similar  title  cer¬ 
tificate. 

(d)  Evidence  of  title  conforming  to 
the  standards  of  a  supervising  branch  of 
the  Government  of  the  United  States  of 
America,  or  of  any  state  or  territory 
thereof. 

INSURiVNCE  OF  ADVANCES  DURING 
CONSTRUCTION 

§  287.40  Agreement  governing  ad¬ 
vances.  (a)  The  Commissioner,  the 
mortgagor,  and  the  mortgagee  shall, 
prior  to  the  insurance  of  the  mortgage, 
agree  with  respect  to  the  manner  and 
conditions  under  which  advances  (if 
any)  during  construction  are  to  be  made 
by  the  mortgagee  and  approved  for  in¬ 
surance  by  the  Commissioner,  including 
advances  by  the  mortgagee  to  cover  the 
cost  of  materials  delivered  upon  the 
mortgaged  property  and  labor  performed 
in  the  fabrication  or  erection  thereof. 

(b)  Such  agreement  shall  require  the 
mortgagee  to  notify  the  Commissioner, 
through  the  insuring  oflSce  having  juris¬ 
diction  over  the  territory  in  which  the 


property  is  situated,  in  writing,  on  an 
application  form  prescribed  by  the  Com¬ 
missioner,  setting  forth  the  proposed 
date  and  the  amount  of  the  advance  to 
be  made,  and  the  Commissioner  shall 
deliver  to  the  mortgagee  within  a  reason¬ 
able  time  from  the  date  of  such  notice 
a  certificate  executed  on  behalf  of  the 
Commissioner  on  a  form  prescribed  by 
him  setting  forth  the  amount  approved 
for  insurance  or  advising  the  mortgagee 
of  the  Commissioner’s  nonapproval  and 
setting  forth  the  reasons  therefor. 

(c)  Such  agreement  shall  be  set  forth 
on  a  form  prescribed  by  the  Commis¬ 
sioner,  shall  contain  such  additional 
terms,  conditions,  and  provisions  as  the 
Commissioner  shall  in  the  particular 
case  prescribe  or  approve,  and  when 
properly  executed  by  the  Commissioner 
and  the  mortgagee,  shall  constitute  a 
part  of  the  mortgage  insurance  contract. 

§  287.41  Non -application.  In  the 
event  a  commitment  to  insure  upon  com¬ 
pletion  is  issued  and  accepted  the  provi¬ 
sions  of  §  287.40  (b)  and  (c)  do  not  apply. 

EFFECTIVE  DATE 

§  287.42  Effective  date.  The  admin¬ 
istrative  rules  in  this  part  are  effective 
as  to  all  project  mortgages  on  which  a 
commitment  to  insure  under  section  611 
of  the  National  Housing  Act  is  issued  on 
or  after  the  date  hereof. 

Issued  at  Washington,  D.  C.,  April  2D, 
1950. 

Franklin  D.  Richards, 
Federal  Housing  Commissioner. 

(F.  R.  Doc,  60-3535;  Piled,  Apr.  25,  1950; 

8:51  a.  m.] 
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Authority:  §§  288.1  to  288.32  Issued  under 
sec.  607,  55  Stat.  61;  12  U.  S.  C.  1742. 

§  283.1  Approval  of  mortgagees.  Any 
mortgagee  which  may  become  a  mort¬ 
gagee  under  a  project  mortgage  may  be¬ 
come  a  mortgagee  of  a  mortgage 
covering  an  individual  single-family 
dwelling. 

application  and  commitment 

§  288.2  Submission  of  .  application. 
Any  approved  mortgagee  may  submit  an 
application  for  insurance  of  a  mortgage 
about  to  be  executed  or  of  a  mortgage 
already  executed. 

§  288.3  Form  of  application.  The  ap¬ 
plication  must  be  made  upon  a  standard 
form  prescribed  by  the  Commissioner. 

§  288.4  Fee  to  accompany  application. 
Applications  for  a  firm  or  conditional 
commitment  must  be  accompanied  by 
the  mortgagee’s  check  for  the  sum  of 
$20.00  to  cover  the  cost  of  processing  by 
the  Commissioner.  If  an  application  is 
refused  as  a  result  of  preliminary  ex¬ 
amination  by  the  Commissioner,  the  fee 
will  be  returned  to  the  applicant  but  no 
portion  of  the  fee  will  be  returned  after 
further  work  has  been  performed  fol¬ 
lowing  the  preliminary  examination. 

§  288.5  Approval  of  application.  Upon 
approval  of  an  application,  acceptance 
of  the  mortgage  for  insurance  will  be 
evidenced  by  the  issuance  of  a  commit¬ 
ment  setting  forth,  upon  a  form  pre¬ 
scribed  by  the  Commissioner,  the  terms 
and  conditions  upon  which  the  mortgage 
will  be  insured. 

ELIGIBLE  MORTGAGES 

§  288.6  Form,  lien.  'The  mortgage 
must  be  executed  upon  a  form  approved 
by  the  Commissioner  for  use  in  the 
jurisdiction  in  which  the  property  cov¬ 
ered  by  the  mortgage  is  situated,  by  a 
mortgagor  with  the  qualifications  here¬ 
inafter  set  forth  in  §1  288.22  to  288.26, 
must  be  a  first  lien  upon  property  that 
conforms  with  the  property  standards 
prescribed  by  the  Commissioner,  and  the 
entire  principal  amount  of  the  mortgage 
must  have  been  disbursed  to  the  mort¬ 
gagor,  or  to  his  creditors  for  his  account 
and  with  his  consent. 

§  288.7  Executed  in  connection  with 
release  from  project  mortgage.  The 
property  covered  by  the  mortgage  must 
have  been  included  as  part  of  the  security 
for  a  project  mortgage  insured  under 
section  611  covering  a  group  of  not  less 
than  twenty-five  single-family  dwellings, 
and  the  mortgage  must  have  been  exe¬ 
cuted  in  connection  with  the  release  of 
such  property  from  the  lien  of  the  proj- 


Wednesday t  April  26,  1950 


FEDERAL  REGISTER 


2331 


ect  mortgage  and  to  replace  or  refinance 
the  project  mortgage  as  to  such  property. 

§  288.8  Maximum  amount  of  mort¬ 
gage.  The  mortgage  must  involve  a 
principal  obligation  in  an  amount  of 
$50.00  or  multiples  thereof  and  must  not 
exceed  the  unpaid  balance  of  the  project 
mortgage  allocable  to  the  property  of¬ 
fered  as  security  for  a  loan  to  be  insured 
under  this  section :  Provided,  That  if  the 
mortgagor  is  the  owner  and  occupant  of 
the  property  at  the  time  of  insurance, 
the  mortgage  may  involve  a  principal 
obligation  in  such  amount  as  a  mortgage 
eligible  for  insurance  under  section  203 

(b)  (2)  (D)  of  Title  II  of  the  National 
Housing  Act  and  this  part  in  effect  at 
the  time  the  mortgage  is  accepted  for 
Insurance.  - 

§  288.9  Eligible  mortgages  in  Alaska. 

(a)  The  Commissioner  may,  if  he  finds 
tliat  because  of  higher  costs  prevailing 
In  the  Territory  of  Alaska,  it  is  not  feasi¬ 
ble  to  construct  dwellings  on  property 
located  in  Alaska  without  sacrifice  of 
sound  standards  of  construction,  design, 
and  livability,  within  the  limitations  as 
to  maximum  mortgage  amounts  pro¬ 
vided  in  §  288.8,  prescribe  by  regulation 
or  otherwise,  with  respect  to  dollar 
amount,  a  higher  maximum  for  the 
principal  obligation  of  mortgages  cov¬ 
ering  property  located  in  Alaska,  in  such 
amounts  as  he  shall  find  necessary  to 
compensate  for  such  higher  costs  but 
not  to  exceed,  in  any  event,  the  maxi¬ 
mum  otherwise  applicable  by  more  than 
one-third  thereof. 

(b)  Upon  application  by  a  mortgagee, 
where  the  Alaska  Housing  Authority  is 
the  mortgagor  or  mortgagee,  any  mort¬ 
gage  otherw’ise  eligible  for  insurance 
under  any  of  the  provisions*  of  this  part 
may  be  insured  without  regard  to  any 
requirement  contained  in  this  part  that 
the  mortgagor  (1)  be  the  owner  and 
occupant  of  the  property;  (2)  has  paid 
on  account  of  the  property  a  prescribed 
percentage  of  the  appraised  value  of  the 
property  in  cash  or  its  equivalent;  or 
(3)  that  the  mortgaged  property  be  free 
and  clear  of  all  liens  other  than  the 
mortgage  offered  for  insurance  and  that 
there  will  not  be  any  other  unpaid  obli¬ 
gations  contracted  in  connection  with 
the  mortgage  transaction  or  the  pur¬ 
chase  of  the  mortgaged  property. 

(c)  The  provisions  of  §  288.20  shall  not 
be  applicable  to  mortgages  covering 
property  located  in  Alaska:  Provided, 
That  mortgages  covering  property  lo¬ 
cated  in  Alaska  shall  not  be  accepted  for 
insurance  unless  the  Commissioner  finds 
that  the  property  or  project  is  an  ac¬ 
ceptable  risk  giving  comideration  to  the 
acute  housing  shortage  in  Alaska. 

§  288.10  Paymeyits  and  maturity  dates. 
The  mortgage  should  come  due  on  the 
first  of  a  month  and  must  have  a  ma¬ 
turity  satisfactory  to  the  Commissioner, 
not  more  than  the  unexphed  term  of 
the  project  mortgage  at  the  time  of  the 
release  of  the  mortgaged  property  from 
such  project  mortgage  or  tliirty  years 
from  the  date  of  insurance  of  the  indi¬ 
vidual  mortgage,  whichever  is  less:  Pro¬ 
vided,  That  if  the  mortgagor  is  the  owner 
and  occupant  at  the  time  of  insurance 
the  mortgage  may  have  a  maturity  not 
No.  80 - 4 


to  exceed  the  maturity  with  respect  to  a 
mortgage  eligible  for  Insurance  under 
section  203  (b)  (2)  (D)  of  the  National 
Housing  Act  and  the  Administrative 
Rules  thereunder  in  effect  at  the  time 
the  mortgage  is  accepted  for  insurance. 
The  amortization  period  shall  be  either 
10,  15,  20,  25  or  30  years  by  providing  for 
either  120,  180,  240,  300  or  360  monthly 
amortization  payments. 

§  288.11  Rate  of  interest.  The  mort¬ 
gage  may  bear  interest  at  such  rate  as 
may  be  agreed  upon  between  the  mort¬ 
gagee  and  mortgagor  but  in  no  case  shall 
such  interest  be  in  excess  of  4  percent  per 
annum  unless  the  mortgagor  at  the  time 
of  insurance  is  the  owner  and  occupant 
of  the  property,  in  which  event  the 
mortgage  may  fc^ar  interest  at  not  to 
exceed  the  maximum  rate  in  the  case  of 
a  mortgage  eligible  for  insm’ance  under 
section  203  (b)  (2)  (D)  of  the  National 
Housing  Act  and  the  Administrative 
Rules  thereunder  in  effect  at  the  time 
the  mortgage  is  accepted  for  insurance. 

§  288.12  AmortizationvTovisions.  The 
mortgage  must  contain  complete  amorti¬ 
zation  provisions  satisfactory  to  the 
Commissioner,  requiring  monthly  pay¬ 
ments  by  the  mortgagor  not  in  excess  of 
his  reasonable  ability  to  pay  as  deter¬ 
mined  by  the  Commissioner.  The  sum 
of  the  principal  and  interest  payments  in 
each  month  shall  be  substantially  the 
same. 

§  288.13  Payment  of  insurance  pre¬ 
miums.  The  mortgage  may  provide  for 
monthly  payments  by  the  mortgagor  to 
the  mortgagee  of  an  amount  equal  to 
one-tw'elfth  of  the  annual  mortgage  in¬ 
surance  premium  payable  by  the  mort¬ 
gagee  to  the  Commissioner.  Such 
payments  shall  continue  only  so  long  as 
the  contract  of  insurance  shall  remain  in 
effect.  The  mortgage  should  provide 
that  upon  payment  of  the  mortgage  be¬ 
fore  maturiy  the  mortgagor  shall  pay  tlie 
adjusted  premium  charge  referred  to  in 
§  289.5  of  this  subchapter,  but  shall  not 
provide  for  the  payment  of  any  further 
charge  on  account  of  such  prepayment. 

§  288.14  Payments  to  include  other 
charges.  The  mortgage  shall  provide 
for  such  equal  monthly  payments  by  the 
mortgagor  to  the  mortgagee  as  will 
amortize  the  ground  rents,  if  any,  and 
the  estimated  amount  of  all  taxes,  spe¬ 
cial  assessments,  if  any,  and  fire  and 
other  hazard  insurance  premiums,  with¬ 
in  a  period  ending  one  month  prior  to 
the  dates  on  which  the  same  become 
delinquent.  The  mortgage  shall  further 
provide  that  such  payments  shall  be  held 
by  the  mortgagee  in  a  manner  satisfac¬ 
tory  to  the  Commissioner,  for  the  pur¬ 
pose  of  paying  such  ground  rents,  taxes, 
assessments  and  insurance  premiums  be¬ 
fore  the  same  become  delinquent,  for  the 
benefit  and  account  of  the  mortgagor. 
The  mortgage  must  also  make  provision 
for  adjustments  in  case  the  estimated 
amount  of  such  taxes,  assessments,  and 
insurance  premiums  shall  prove  to  be 
more,  or  less,  than  the  actual  amount 
thereof  so  paid  by  the  mortgagor. 

§  288.15  Application  of  payments. 
All  monthly  payments  to  be  made  by  the 
mortgagor  to  the  mortgagee  as  herein¬ 
above  provided,  in  §§  288.11  to  288.14, 


shall  be  added  together  and  the  aggre¬ 
gate  amount  thereof  shall  be  paid  by  the 
mortgagor  each  month  in  a  single  pay¬ 
ment.  The  mortgagee  shall  apply  the 
same  to  the  following  items  in  the  order 
set  forth : 

(a)  Premium  charges  under  the  con¬ 
tract  of  insurance; 

(b)  Ground  rents,  taxes,  special  as¬ 
sessments,  and  fire  and  other  hazard 
insurance  premiums; 

(c)  Interest  on  the  mortgage;  and 

(d)  Amortizatiofi  of  the  principal  of 
the  mortgage. 

Any  deficiency  in  the  amount  of  any 
such  aggregate  monthly  payment  shall, 
unless  made  good  by  the  mortgagor  prior 
to,  or  on,  the  due  date  of  the  next  such 
pajTnent,  constitute  an  event  of  default 
under  the  mortgage. 

§  288.16  Late  charge.  The  mortgage 
may  provide  for  a  charge  by  the  mort¬ 
gagee  of  a  “late  charge”,  not  to  exceed 
two  cents  for  each  dollar  of  each  pay¬ 
ment  more  than  15  days  in  arrears,  to 
cover  the  extra  expense  involved  in 
handling  delinquent  payments. 

§  288.17  Payments  when  mortgage  is 
executed.  The  mortgagor  must  pay  to 
the  mortgagee,  upon  the  execution  of  the 
mortgage,  a  sum  that  will  be  sufficient  to 
pay  the  ground  rents,  if  any.  and  the 
estimated  taxes,  special  assessments,  and 
fire  and  other  hazard  insurance  premi¬ 
ums  for  the  period  beginning  on  the  date 
to  W’hich  such  ground  rents,  taxes,  as¬ 
sessments,  and  insurance  premiums  were 
last  paid  and  ending  on  the  date  of  the 
first  monthly  payment  under  the  mort¬ 
gage  and  may  be  required  to  pay  a  fur¬ 
ther  sum  equal  to  the  first  annual 
mortgage  Insurance  premium,  plus  an 
amount  sufficient  to  pay  the  mortgage 
instance  premium  from  the  date  of 
closing  the  loan  to  the  date  of  the  first 
monthly  payment. 

§  288.18  Service  charge.  The  mort¬ 
gagee  may  charge  the  inortgagor  the 
amount  of  the  appraisal  fee  provided  for 
in  §  288.4  and  an  initial  service  charge  to 
reimburse  itself  for  the  cost  of  closing 
the  transaction.  Such  service  charge 
shall  not  exceed  1  percent  of  the  original 
principal  amount  of  the  mortgage  or  a 
charge  of  $20.00,  whichever  is  the 
greater. 

§  288.19  Approval  of  other  charges. 
In  addition  to  the  charges  hereinbefore 
mentioned,  the  mortgagee  may  collect 
from  the  mortgagor  only  recording  fees 
and  such  appraisal  fees  and  cost  of  title 
search  as  are  approved  by  the  Commis¬ 
sioner. 

§  288.20  Project  must  represent  ac¬ 
ceptable  risk.  The  mortgage  must  be 
executed  with  respect  to  a  project  which, 
in  the  opinion  of  the  Commissioner,  is 
an  acceptable  risk  in  view  of  the  shortage 
of  housing. 

I  288.21  Mortgage  covenant  regard¬ 
ing  racial  restrictions.  The  mortgage 
shall  contain  a  covenant  by  the  mort¬ 
gagor  that  until  the  mortgage  has  been 
paid  in  full,  or  the  contract  of  insurance 
otherwise  tenninated,  he  will  not  execute 
or  file  for  record  any  instrument  which 
imposes  a  restriction  upon  the  sale  or 
occupancy  of  the  mortgaged  property  on 
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the  basis  of  race,  color,  or  creed.  Such 
covenant  shall  be  binding  upon  the  mort- 

f  agor  -and  his  assigns  and  shall  provide 
hat  upon  violation  thereof  the  mort¬ 
gagee  may,  at  its  option,  declare  the 
unpaid  balance  of  the  mortgage  in\medi- 
ately  due  and  payable. 

ELIGIBLE  MORTGAGORS 

§  288.22  Mortgage  must  be  only  lien 
upon  property.  A  mortgagor  must  estab¬ 
lish  that  after  the  mortgage  offered  for 
insurance  has  been  recorded,  the  mort¬ 
gaged  property  will  be  free  and  clear  of 
all  liens  other  than  such  mortgage  and 
that  there  will  not  be  outstanding  any 
other  unpaid  obligation  contracted  in 
connection  with  the  mortgage  transac¬ 
tion  or  the  purchase  of  the  mortgaged 
property,  except  obligations  w’hich  are 
secured  by  property  or  collateral  owned 
by  the  mortgagor  independently  of  the 
mortgaged  property. 

§  288.23  Relationship  of  income  to 
mortgage  payments.  A  mortgagor  must 
establish  that  the  periodic  payments  re¬ 
quired  by  the  mortgage  submitted  for 
insurance  bear  a  proper  relation  to  his 
present  and  anticipated  income  and 
expenses. 

§  288.24  Credit  standing  of  mort¬ 
gagor.  A  mortgagor  must  have  a  general 
credit  standing  satisfactory  to  the 
Commissioner. 

§  288.25  Certificate  of  mortgagor  re¬ 
garding  racial  restrictions.  A  mortgagor 
must  certify  that  until  the  mortgage  has 
been  paid  in  full,  or  the  contract  of  insur¬ 
ance  otherwise  terminated,  he  will  not 
file  for  record  any  restriction  upon  the 
sale  or  occupancy  of  the  mortgaged 
property  on  the  basis  of  race,  color,  or 
creed,  or  execute  any  agreement,  lease, 
or  conveyance  affecting  the  mortgaged 
property  which  imposes  any  such  restric¬ 
tion  upon  its  sale  or  occupancy. 

§  288.26  Preference  to  veterans.  The 
mortgagor  must  establish,  in  a  manner 
satisfactory  to  the  Commissioner,  that 
after  completion  of  the  dwelling  or  dwell¬ 
ings,  preference  or  priority  of  opportu¬ 
nity  to  purchase  or  rent  will  be  given 
to  veterans  of  World  War  II  and  their 
immediate  families,  except  that  this  re¬ 
quirement  does  not  apply  to  hardship 
cases  as  defined  by  the  Commissioner  and 
approved  by  him. 

ELIGIBLE  PROPERTIES 

§  288.27  Nature  of  title  to  realty.  A 
mortgage  to  be  eligible  for  insurance 
must  be  on  real  estate  held  in  fee  simple, 
or  on  a  leasehold  under  a  lease  for  not  less 
than  99  years  which  is  renewable,  or 
under  a  lease  with  a  period  of  not  less 
than  50  years  to  run  from  the  date  the 
mortgage  is  executed, 

§  288.28  Dwelling  unit  located  on 
property.  At  the  time  a  mortgage  is 
insured  there  must  be  located  on  the 
mortgaged  property  a  dwelling  unit  de¬ 
signed  principally  for  a  single -family 
residence. 

§  288.29  Standards  for  buildings.  The 
buildings  on  the  mortgaged  property 
must  conform  with  the  standards  pre¬ 
scribed  by  the  Commissioner. 


§  288.30  Racial  restrictions  on  prop¬ 
erty.  A  mortgagee  must  establish  that 
no  restriction  upon  the  sale  or  occupancy 
of  the  mortgaged  property,  on  the  basis 
of  race,  color,  or  creed,  has  been  filed  of 
record  at  any  time  .subsequent  to  Febru¬ 
ary  15,  1950,  and  prior  to  the  recording 
of  the  mortgage  offered  for  insurance. 

TITLE  AND  HAZARD  INSURANCE 

§  288.31  Clear  title  to  undamaged 
property.  The  Commissioner  will  not, 
as  to  individual  mortgages,  pass  upon  the 
title  to  the  property  at  the  time  the  mort¬ 
gage  is  recorded,  but  the  mortgagee  has 
the  same  responsibility  for  title  to  the 
mortgaged  property  as  in  the  case  of  a 
mortgage  Insured  under  section  203  of 
the  act.  At  the  time  a  deed  is  tendered, 
title  must  be  satisfactory  to  the  Commis¬ 
sioner,  as  provided  in  §  289.9  of  this  sub¬ 
chapter,  and  the  property  must  be 
undamaged  by  fire,  earthquake,  flood,  or 
tornado,  and  undamaged  by  waste  except 
as  specifically  provided  in  such  regula¬ 
tions. 

EFFECTIVE  DATE 

§  288.32  Effective  date.  These  Ad¬ 
ministrative  Rules  are  effective  as  to  all 
individual  mortgages  on  which  a  com¬ 
mitment  to  insure  is  issued  to  an  ap¬ 
proved  mortgagee  on  or  after  the  date 
hereof. 

Issued  at  Washington,  D.  C.,  April  20, 
1950. 

Franklin  D.  Richards, 
Federal  Housing  Commissioner. 

[P.  R.  Doc.  50-3532:  Filed.  Apr.  25.  1950; 
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Authority:  §§  269.1  to  289.14  Issued  under 
sec.  607,  66  Stat.  61;  12  U,  S.  C.  1742. 

§  289.1  Citation.  The  regulations  in 
this  part  may  be  cited  as  24  CFR,  Part 
289,  and  referred  to  as  “Regulations  of 
the  Federal  Housing  Commissioner  under 
section  611  of  the  National  Housing  Act, 
revised  April  20,  1950,” 

DEFINITIONS 

§  289.2  Definitions  of  terms  used  in 
this  part.  As  used  in  the  regulations  in 
this  part: 

(a)  The  term  “Commissioner”  means 
the  Federal  Housing  Commissioner. 

(b)  The  term  “act”  means  the  Na¬ 
tional  Housing  Act,  as  amended. 

(c)  The  term  “mortgage”  means  such 
a  first  lien  upon  real  estate  and  other 
property  as  is  commonly  given  to  secure 
advances  (including  but  not  being  lim¬ 
ited  to  advances  during  construction) 
on,  or  the  unpaid  purchase  price  of,  real 
estate  under  the  laws  of  the  State,  dis¬ 
trict  or  territory  in  which  the  real  estate 
is  located,  together  with  the  credit  in¬ 
strument  or  instruments,  if  any,  secured 
thereby. 

(d)  The  term  “insured  mortgage" 
means  a  mortgage  which  has  been  in¬ 
sured  by  the  endorsement  of  the  Com¬ 
missioner,  or  his  duly  authorized 
representative. 

(e)  The  term  “mortgagor”  means  the 
original  borrower  under  a  mortgage  and 
its  successors  and  such  of  its  assigns  as 
are  approved  by  the  Commissioner. 

(f)  The  term  “mortgagee”  means  the 
original  lender  under  a  mortgage,  its 
successors  and  such  of  its  assigns  as  are 
approved  by  the  Commissioner,  and  in¬ 
cludes  the  holders  of  the  credit  instru¬ 
ments  issued  under  a  trust  mortgage  or 
deed  of  trust  pursuant  to  which  such 
holders  act  by  and  through  a  trustee 
therein  named. 

(g)  The  term  “project  mortgage” 
means  a  blanket  mortgage  which  at  the 
time  of  insurance  covers  a  group  of  not 
less  than  twenty-five  single-family 
dwellings. 

(h)  The  term  “individual  mortgage” 
means  a  mortgage  covering  a  single¬ 
family  dwelling  released  from  a  project 
mortgage  insured  under  section  611. 

«  PREMIUMS 

§  289.3  Insurance  premiums  for  proj¬ 
ect  mortgages,  (a)  The  mortgagee, 
upon  the  initial  endorsement  of  the 
mortgage  for  insurance,  shall  pay  to  the 
Commissioner  a  first  mortgage  insur¬ 
ance  premium  equal  to  one-half  of  one 
percent  of  the  original  face  amount  of 
the  mortgage, 

(1)  If  the  date  of  the  first  principal 
payment  is  more  than  one  year  follow¬ 
ing  the  date  of  such  initial  insurance 
endorsement  the  mortgagee,  upon  the 
anniversary  of  such  insurance  date,  shall 
pay  a  second  premium  equal  to  one- half 
of  one  percent  of  the  original  face 
amount  of  the  mortgage.  On  the  date  of 
the  first  principal  payment  the  mort¬ 
gagee  shall  pay  a  third  premium  equal 
to  one-half  of  one  percent  of  the  average 
outstanding  principal  obligation  of  the 
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mortgage  for  the  following  year  which 
shall  be  adjusted  so  as  to  accord  with 
such  date  and  so  that  the  aggregate  of 
the  said  three  premiums  shall  equal  the 
sum  of  (i)  one  percent  of  the’ average 
outstanding  principal  obligation  of  the 
mortgage  for  the  year  following  the  date 
of  initial  insurance  endorsement  and 
(ii)  one-half  of  one  percent  per  annum 
of  the  average  outstanding  principal  ob¬ 
ligation  of  the  mortgage  for  the  period  , 
from  the  first  anniversary  of  the  date 
of  initial  insurance  endorsement  to  one 
year  following  the  date  of  the  first  prin¬ 
cipal  payment. 

(2)  If  the  date  of  the  first  principal 
payment  is  one  year  or  less  than  one 
year  following  the  date  of  such  initial 
insurance  endorsement  the  mortgagee, 
upon  such  first  principal  payment  date, 
shall  pay  a  second  premium  equal  to  one- 
half  of  one  percent  of  the  average  out¬ 
standing  principal  obligation  of  the 
mortgage  for  the  following  year  which 
shall  be  adjusted  so  as  to  accord  with 
such  date  and  so  that  the  aggregate 
of  the  said  two  premiums  shall  equal 
the  sum  of  (i)  one  percent  per  annum 
of  the  average  outstanding  principal 
obligation  of  the  mortgage  for  the  period 
from  the  date  of  initial  insurance  en¬ 
dorsement  to  the  date  of  first  principal 
payment  and  (ii)  one-half  of  one  per¬ 
cent  of  the  average  outstanding  prin¬ 
cipal  obligation  of  the  mortgage  for  the 
year  following  the  date  of  the  first  prin¬ 
cipal  payment. 

(3)  Where  the  credit  instrument  is 
Initially  and  finally  endorsed  for  insur¬ 
ance  pursuant  to  a  commitment  to  in¬ 
sure  upon  completion,  the  mortgagee  on 
the  date  of  the  first  principal  payment 
shall  pay  a  second  premium  equal  to 
one-half  of  one  percent  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  for  the  year  following  such 
first  principal  payment  date  which  shall 
be  adjusted  so  as  to  accord  with  such 
date  and  so  that  the  aggregate  of  the 
said  two  premiums  shall  equal  the  sum 
of  pne-half  of  one  percent  per  annum 
of  the  average  outstanding  principal  ob¬ 
ligation  of  the  mortgage  for  the  period 
from  the  date  of  the  insurance  endorse¬ 
ment  to  one  year  following  the  date  of 
the  first  principal  payment. 

(b)  Until  the  mortgage  is  paid  in  full 
or  until  claim  under  the  contract  of  in¬ 
surance  is  made  or  until  the  contract  of 
insurance  shall  terminate,  the  mort¬ 
gagee,  on  each  anniversary  of  the  date  of 
the  first  principal  payment,  shall  pay  an 
annual  mortgage  insurance  premium 
equal  to  one-half  of  one  percent  of  the 
average  outstanding  principal  obliga¬ 
tion  of  the  mortgage  for  the  year  follow¬ 
ing  the  date  on  which  such  premium 
becomes  payable. 

(c)  The  premiums  payable  on  and 
after  the  date  of  the  first  principal  pay¬ 
ment  shall  be  calculated  in  accordance 
with  the  amortization  provisions  with¬ 
out  taking  into  account  delinquent  pay¬ 
ments  or  prepayments. 

(d)  Premiums  shall  be  payable  In 
cash  or  in  debentures  issued  by  the  Com¬ 
missioner  under  Title  VI  of  the  act  at 
par  plus  accrued  interest.  All  premiums 
are  payable  in  advance  and  no  refund 
can  be  made  of  any  portion  thereof  ex- 
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cept  as  hereinafter  provided  in  para¬ 
graph  (e)  of  this  section. 

(e)  In  the  event  that  the  principal 
obligation  of  any  mortgage  accepted  for 
insurance  Is  paid  in  full  prior  to  matu¬ 
rity,  the  mortgagee  shall  within  30  days 
thereafter  notify  the  Commissioner  of 
the  date  of  prepayment.  Upon  such 
prepayment  the  contract  of  insurance 
shall  terminate  and  the  Commissioner 
will  refund  to  the  mortgagee  for  the  ac¬ 
count  of  the  mortgagor  an  amount  equal 
to  the  pro  rata  portion  of  the  current 
annual  mortgage  insurance  premium 
theretofore  paid,  which  is  applicable  to 
the  portion  of  the  year  subsequent  to 
such  prepayment. 

§  289.4  Insurance  premiums  for  indi¬ 
vidual  mortgages,  (a)  The  mortgagee 
shall  pay  to  the  Commissioner  an  annual 
mortgage  insurance  premium  equal  to 
one-half  of  one  percent  of  the  average 
outstanding  principal  obligation  for  the 
twelve-month  period  following  the  date 
on  which  such  premium  becomes  pay¬ 
able,  and  calculated  in  accordance  with 
the  amortization  provisions  without  tak¬ 
ing  into  account  delinquent  payments  or 
prepayments. 

(b)  The  first  such  premium  is  to  be 
paid  on  the  date  on  which  such  insur¬ 
ance  becomes  effective  by  endorsement 
and  shall  be  calculated  on  the  average 
outstanding  principal  balance  for  the 
year  beginning  with  a  day  30  days  prior 
to  the  date  of  the  first  monthly  payment. 
Until  the  mortgage  Is  paid  in  full  or  the 
mortgaged  property  is  acquired  by  the 
Commissioner  as  hereinafter  set  forth, 
or  until  the  contract  of  insurance  is  oth¬ 
erwise  terminated  as  hereinafter  pro¬ 
vided,  the  next  and  each  succeeding 
premium  shall  be  paid  annually  there¬ 
after  on  the  anniversary  of  such  day,  and 
the  amount  of  the  second  premium  pay¬ 
ment  will  be  adjusted  accordingly.  Such 
premiums  shall  be  paid  either  in  cash  or 
debentures  issued  under  Title  VI  of  the 
National  Housing  Act  at  par  plus  accrued 
Interest. 

§  289.5  Adjusted  premium  charge  for 
individual  mortgages,  (a)  In  the  event 
that  the  principal  obligation  of  any 
mortgage  accepted  for  insurance  is  paid 
in  full  prior  to  maturity,  the  mortgagee 
shall  within  thirty  (30)  days  thereafter 
notify  the  Commissioner  of  the  date  of 
prepayment  and  shall  pay  to  the  Com¬ 
missioner  an  adjusted  premium  charge 
of  one  percent  of  the  original  principal 
amount  of  the  prepaid  mortgage,  except 
that  if  at  the  time  of  such  prepayment 
there  is  placed  on  the  mortgaged  prop¬ 
erty  a  new  insured  mortgage  in  an 
amount  less  than  the  original  amount 
of  the  prepaid  mortgage,  such  adjusted 
premium  shall  be  one  percent  of  the 
difference  in  such  amounts. 

(b)  In  no  event  shall  the  adjusted 
premium  exceed  the  aggregate  amount 
of  premium  charges  which  would  have 
been  payable  if  the  mortgage  had  con¬ 
tinued  to  be  insured  until  maturity. 

(c)  No  adjusted  premium  shall  be  due 
or  payable  in  the  following  cases : 

(1)  Where  at  the  time  of  such  pre¬ 
payment  tRere  is  placed  on  the  mort¬ 
gaged  property  a  new  insured  mortgage 
for  an  amount  equal  to  or  greater  than 


the  original  principal  amount  of  the  pre¬ 
paid  mortgage;  or 

(2)  Where  the  final  maturity  specified 
In  the  mortgage  is  accelerated  solely  by 
reason  of  partial  prepayments  made  by 
the  mortgagor  which  do  not  exceed  in 
any  one  calendar  year  fifteen  percent  of 
the  original  face  amount  of  the  mort¬ 
gage;  or 

(3)  Where  the  final  maturity  speci¬ 
fied  in  the  mortgage  is  accelerated 
solely  by  reason  of  payments  to  princi¬ 
pal  to  compensate  for  damage  to  the 
mortgaged  property,  or  a  release  of  a 
part  of  such  property  if  approved  by  the 
Commissioner;  or 

(4)  Where  payment  in  full  is  made  of 
a  dfelinqufent  mortgage  on  which  fore¬ 
closure  proceedings  have  been  com¬ 
menced,  or  for  the  purpose  of  avoiding 
foreclosure,  if  the  transaction  is  ap¬ 
proved  by  the  Commissioner. 

(5)  Where  the  final  maturity  specified 
In  the  mortgage  is  accelerated  solely  by 
reason  of  partial  prepayments  which  in 
any  one  calendar  year  exceed  fifteen  per¬ 
cent  of  the  original  face  amount  of  the 
mortgage,  if  made  by  the  mortgagor 
during  the  period  of  the  national  emer¬ 
gency  declared  by  the  President  to  exist 
on  May  27,  1941;  or  where  the  principal 
obligation  of  any  mortgage  acc^ted  for 
insurance  is  paid  in  full  prior  to  ma¬ 
turity  by  the  mortgagor  during  the 
period  of  such  national  emergency,  pro¬ 
vided  the  mortgagee  submits  to  the  Com¬ 
missioner  a  certificate  signed  by  the 
mortgagor  certifying  that  the  mortgage 
has  been  paid  in  full  without  refinancing 
or  otherwise  creating  any  obligation  or 
debt  for  which  the  mortgagor  or  prop¬ 
erty  owned  by  the  mortgagor  is  liable. 

(6)  Where  payment  in  full  is  made 
within  sixty  days  after  the  date  the 
mortgage  is  endorsed  for  insurance,  pro¬ 
vided  the  mortgagee  submits  to  the  Com¬ 
missioner  a  certificate  signed  by  the 
mortgagor  certifying  that  such  payment 
was  made  in  connection  with  the  sale 
of  the  property  to  a  veteran  of  World 
War  II  for  his  occupancy  as  a  home. 

(d)  Upon  such  prepayment  the  con¬ 
tract  of  insurance  shall  terminate. 

(e)  At  the  time  of  prepayment,  the 
Commissioner  will  refund  to  the  mort¬ 
gagee  for  the  account  of  the  mortgagor 
an  amount  equal  to  the  pro  rata  portion 
of  the  current  annual  mortgage  insur¬ 
ance  premium  theretofore  paid,  which  is 
applicable  to  the  portion  of  the  premium 
year  subsequent  to  such  prepayment. 

INSURANCE  ENDORSEMENT 

§  289.6  Endorsement  of  project  mort¬ 
gage.  (a)  Upon  compliance  satisfactory 
to  the  Commissioner  with  the  terms  and 
conditions  of  his  commitment  to  insure, 
the  Commissioner  shall  endorse  the  orig¬ 
inal  credit  instrument  in  form  as  fol¬ 
lows: 

No. _ 

Insured  under  section  611 
Of  the  National  Housing  Act 
and  Regulations  thereunder  of  the 
Federal  Housing  Commissioner 

In  effect  on _ 

to  the  extent  of  advances 
approved  by  the  Commissioner 
Federal  Housing  Commissioner 

By . 

Authorized  agent 
Date _ _ 
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(b)  The  mortgage  shall  be  an  insured 
mortgage  from  the  date  of  such  endorse¬ 
ment.  The  Commissioner  and  the  mort¬ 
gagee  shall  thereafter  be  bound  by  the 
regulations  in  this  part  with  the  same 
force  and  to  the  same  extent  as  if  a 
separate  contract  had  been  executed 
relating  to  the  insured  project  mortgage, 
including  the  provisions  of  the  regula¬ 
tions  in  this  part  and  of  the  National 
Housing  Act.  The  term  “contract  of 
insurance”  as  used  herein  means  the 
agreement  evidenced  by  such  endorse¬ 
ment. 

(c)  After  all  advances  under  the 
mortgage  have  been  made  with  the  ap¬ 
proval  of  the  Commissioner,  the  Com¬ 
missioner,  upon  proof  of  compliance 
with  any  and  all  conditions  upon  which 
prior  advances  were  approved  for  in¬ 
surance,  and  upon  presentation  of  the 
original  credit  instrument,  will  make  a 
notation  below  the  insurance  endorse¬ 
ment  in  form  as  follows: 

A  total  sum  of  $ _ 

has  been  approved  for  insurance  hereunder 
By  the  Commissioner 
Federal  Housing  Commissioner 

By - 

Authorized  agent 
Date _ 

(d)  In  cases  where  a  commitment  has 
been  issued  to  insure  upon  completion 
the  Commissioner  will,  upon  full  com¬ 
pliance  with  the  terms  of  such  commit¬ 
ment,  endorse  the  original  credit  instru¬ 
ment  for  insurance  by  executing  both 
certificates  of  the  endorsement  form  as 
set  forth  in  paragraphs  (a)  and  (c)  of 
this  section. 

§  289.7  Endorsement  of  individual 
mortgage,  (a)  Upon  compliance,  sat¬ 
isfactory  to  the  Commissioner,  with  the 
terms  of  his  commitment  to  insure,  the 
Commissioner  will  endorse  the  original 
credit  instrument  in  form  as  follows: 

—  No. _ 

Insured  as  an  individual  mort-  • 
gage  under  section  611 
of  the  National  Housing  Act 
and  regulations  thereunder  of  the 
Federal  Housing  Commlslsoner 

Revised _ _  1950 

as  amended _ 

Federal  Housing  Commissioner 

By - 

Authorized  agent 
Date _ 

(b)  The  mortgage  shall  be  an  insured 
mortgage  from  the  date  of  such  endorse¬ 
ment.  The  Commissioner  and  the  mort¬ 
gagee  shall  thereafter  be  bound  by  the 
regulations  in  this  part  with  the  same 
force  and  to  the  same  extent  as  if  a 
separate  contract  had  been  executed  re¬ 
lating  to  the  insured  individual  mort¬ 
gage.  including  the  provisions  of  the 
regulations  in  this  part  and  of  the  Na¬ 
tional  Housing  Act. 

RIGHTS  AND  DUTIES  OF  A  MORTGAGEE  UNDER 
CONTRACT  OF  INSURANCE 

§  289.8  Rights  and  duties  in  connec¬ 
tion  with  project  mortgage.  The  mort¬ 
gagee  shall  be  entitled  to  receive  the 
benefits  of  the  insurance,  at  its  option, 
‘  either  as  provided  in  paragraph  (a)  or 
paragraph  (b)  of  this  section. 

(a)  If  the  mortgagor  fails  to  make  any 
payment  due  under  or  provided  to  be 
paid  by  the  terms  of  the  mortgage. 


whether  or  not  such  failure  to  pay  is 
caused  by  failure  to  perform  some  other 
covenant  or  obligation  under  the  mort¬ 
gage  because  of  which  the  mortgagee  has 
declared  the  full  amount  due  and 
payable  under  an  acceleration  clause 
contained  therein,  and  such  failure  con¬ 
tinues  for  a  period  of  30  days,  the  mort¬ 
gage  shall  be  considered  in  default  and 
the  mortgagee  shall  within  30  days 
thereafter  give  notice  in  writing  to  the 
Commissioner  of  such  default.  At  any 
time  within  30  days  after  the  date  of 
such  notice,  or  within  such  further 
period  as  may  be  agreed  upon  by  the 
Commissioner  in  writing,  the  mortgagee 
shall,  in  such  manner  as  the  Commis¬ 
sioner  may  require,  assign,  transfer,  and 
deliver  to  the  Commissioner  the  original 
credit  instrument  and  the  mortgage 
securing  the  same,  without  recourse  or 
warranty,  except  that  the  mortgagee 
must  warrant  that  no  act  or  omission 
of  the  mortgagee  has  impaired  the  valid¬ 
ity  and  priority  of  the  mortgage,  that 
the  mortgage  is  prior  to  all  mechanics’ 
and  materialmen’s  liens  filed  of  record 
subsequent  to  the  recording  of  such 
mortgage  regardless  of  whether  such 
liens  attached  prior  to  such  recording 
date,  and  prior  to  all  liens  and  encum¬ 
brances  which  may  have  attached  or 
defects  which  may  have  arisen  subse¬ 
quent  to  the  recording  of  such  mortgage 
except  such  liens  or  other  matters  as 
may  be  approved  by  the  Commissioner, 
that  the  amount  stated  in  the  instru¬ 
ment  of  assignment  is  actually  due  and 
owing  under  the  mortgage,  that  there 
are  no  offsets  or  counterclaims  thereto, 
and  that  the  mortgagee  has  a  good  right 
to  assign  and  shall  assign  to  the  Com¬ 
missioner  the  mortgage  and  other  items 
enumerated  below: 

(1)  All  rights  and  interests  arising 
under  the  mortgage  so  in  default; 

(2)  All  claims  of  the  mortgagee 
against  the  mortgagor  or  others,  arising 
out  of  the  mortgage  transaction; 

(3)  All  policies  of  title  or  other  insur¬ 
ance  or  surety  bonds  or  other  guaranties, 
and  any  and  all  claims  thereunder; 

(4)  Any  balance  of  the  mortgage  loan 
not  advanced  to  the  mortgagor; 

(5)  Any  cash  or  property  held  by  the 
mortgagee  or  its  agents  or  to  which  it  is 
entitled,  including  deposits  made  for  the 
account  of  the  mortgagor  and  which 
have  not  been  applied  in  reduction  of 
the  principal  of  the  mortgage  indebted¬ 
ness;  and 

(6)  All  records,  documents,  books, 
papers,  and  accounts  relating  to  the 
mortgage  transaction. 

The  mortgagee  shall  offer  evidence 
satisfactory  to  the  Commissioner  that 
the  original  title  coverage  has  been  ex¬ 
tended  to  include  the  assignment  of  the 
mortgage  to  the  Commissioner. 

Nothing  contained  in  this  section  shall 
be  so  construed  as  to  prevent  the  mort¬ 
gagee  from  taking  action  at  a  later  date 
than  herein  specified,  provided  the  Com¬ 
missioner  agrees  thereto  in  writing. 

(b)  If  the  mortgagor  fails  to  make 
any  payment  to  the  mortgagee  required 
by  the  mortgagee,  or  to  perform  any 
other  covenant  or  obligatign  under  the 
mortgage,  and  such  failure  continues  for 
the  period  of  grace,  if  any,  set  forth  in 
the  mortgage,  the  mortgage  shall  be  con¬ 


sidered  in  default,  and  the  mortgagee, 
within  a  period  of  30  days  after  the  oc¬ 
currence  of  a  default  arising  on  account 
of  such  failure  to  make  any  such  pay¬ 
ment  or  within  such  period  after  the 
mortgagee  shall  have  knowledge  of  the 
occurrence  of  a  default  arising  on 
account  of  such  failure  to  perform  any 
other  covenant  or  obligation  under  the 
mortgage,  shall  give  notice  in  writing  to 
the  Commissioner  of  such  default.  At 
any  time  within  a  period  of  90  days  after 
the  date  of  such  notice  or  within  such 
later  time  as  may  be  agreed  upon  by  the 
Commissioner  in  writing,  the  mortgagee, 
at  its  election,  shall  either; 

(1)  With,  and  subject  to.  the  con.sent 
of  the  Commissioner,  acquire  by  means 
other  than  foreclosure  of  the  mortgage, 
possession  of,  and  title  to,  the  mortgaged 
property;  or 

(2)  Institute  proceedings  for  the  fore¬ 
closure  of  the  mortgage  and  obtain  pos¬ 
session  of  the  mortgaged  property  and 
the  income  therefrom  through  the  vol¬ 
untary  surrender  thereof  by  the  mort¬ 
gagor  or  institute,  and  prosecute  with 
reasonable  diligence,  proceedings  for  the 
appointment  of  a  receiver  of  the  mort¬ 
gaged  property  and  the  income  there¬ 
from  or  proceed  to  exercise  such  other 
rights  and  remedies  as  may  be  available 
to  it  for  the  protection  and  preservation 
of  the  mortgaged  property  and  the  in¬ 
come  therefrom  under  the  mortgage  and 
the  law  of  the  particular  jurisdiction: 
Provided,  'That  if  the  laws  of  the  State 
in  which  the  mortgaged  property  is  situ¬ 
ated  do  not  permit  the  institution  of 
such  proceedings  within  such  period  of 
time,  the  mortgagee  shall  institute  such 
proceedings  within  60  days  after  the  ex¬ 
piration  of  the  time  during  which  the 
institution  of  such  proceedings  is  prohib¬ 
ited  by  such  laws.  Nothing  contained  in 
this  section  shall  be  so  construed  as  to 
require  the  mortgagee  to  take  any  action 
when  the  necessity  therefor  has  been 
waived  in  writing  by  the  Commissioner 
nor  to  prevent  the  mortgagee  from  tak¬ 
ing  action  at  a  later  date  than  herein 
specified  provided  the  Commissioner  so 
agrees  in  writing.  The  mortgagee  shall 
promptly  give  notice  in  writing  to  the 
Commissioner  of  the  institution  of  fore¬ 
closure  proceedings  under  this  section 
and  shall  exercise  reasonable  diligence 
in  prosecuting  such  proceedings  to  com¬ 
pletion.  If  after  default  and  prior  to  the 
completion  of  foreclosure  proceedings 
the  mortgagor  shall  pay  to  the  mortgagee 
all  payments  in  default  and  such  ex¬ 
penses  as  the  mortgagee  shall  have  in¬ 
curred  in  connection  with  the  foreclo¬ 
sure  proceedings,  notice  thereof  shall  be 
given  to  the  Commissioner  by  the  mort¬ 
gagee,  and  the  insurance  shall  continue 
as  if  such  default  had  not  occurred. 

(c)  If  the  mortgagee  elects  to  proceed 
under,  and  does  proceed  under  and  in 
accordance  with,  the  provisions  of  para¬ 
graph  (a)  of  this  section,  and  furnishes 
evidence  satisfactory  to  the  Commis¬ 
sioner  that  there  are  no  past  due  and 
unpaid  ground  rents,  general  taxes,  or 
special  assessments,  and  furnishes  the 
warranties  described  in  said  paragraph, 
the  Commissioner  shall  deliver  to  the 
mortgagee: 

(1)  Debentures  of  the  War  Kousmg 
Insurance  Fund  as  set  forth  in  section 
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608  of  the  act,  issued  as  of  the  date  the 
mortgage  became  in  default,  bearing  in¬ 
terest  from  such  date  at  the  rate  of  two 
and  one-half  (2*72%)  per  centum  per 
annum,  payable  semiannually  on  the  first 
day  of  January  and  the  first  day  of  July 
of  each  year  and  having  a  total  face 
value  equal  to  the  value  of  the  mortgage 
as  defined  in  section  608  (c)  of  the  act. 
Such  value  shall  be  determined  byadding 
to  the  original  principal  of  the  mortgage 
which  was  unpaid  on  the  date  of  default 
the  amount  the  mortgagee  may  have  paid 
for  taxes,  special  assessments,  and  water 
rates  w'hich  are  liens  prior  to  the  mort¬ 
gage;  insurance  on  the  property;  and 
reasonable  expenses  for  the  completion 
and  preservation  of  the  property  and  any 
mortgage  insurance  premiums  paid  after 
default;  less  the  sum  of  (i)  an  amount 
equivalent  to  one  percent  of  the  unpaid 
amount  of  such  principal  obligation  on 
the  date  of  default;  (ii)  any  amount 
received  on  account  of  the  mortgage  after 
such  date;  and  (iii)  any  net  income  re¬ 
ceived  by  the  mortgagee  from  the  prop¬ 
erty  after  such  date.  Such  debentures 
shall  be  registered  as  to  principal  and 
interest  and  all  or  any  such  debentures 
may  be  redeemed  at  the  option  of  the 
Commissioner  with  the  approval  of  the 
Secretary  of  the  Treasury  at  par  and  ac¬ 
crued  interest  on  any  interest  payment 
day  on  three  months’  notice  of  redemp¬ 
tion  given  in  such  manner  as  the  Com¬ 
missioner  shall  prescribe.  Such  deben¬ 
tures  shall  be  issued  in  multiples  of  $50 
and  any  difference  not  in  excess  of  $50 
betw’een  the  amount  of  debentures  to 
which  the  mortgagee  is  otherwise  en¬ 
titled  hereunder  and  the  aggregate  face 
value  of  the  debentures  issued  shall  be 
paid  in  cash  by  the  Commissioner  to  the 
mortgagee. 

(2)  A  Certificate  of  Claim  in  accord¬ 
ance  with  section  608  (d)  of  the  act 
which  shall  become  payable,  if  at  all, 
upon  the  sale  and  final  liquidation  of  the 
interest  of  the  Commissioner  in  such 
property.  This  Certificate  shall  be  for 
an  amount  which  the  Commissioner  shall 
determine  to  be  sufficient  to  pay  all 
amounts  due  under  the  mortgage  and 
not  covered  by  the  amount  of  debentures. 
Each  such  Certificate  of  Claim  shall  pro¬ 
vide  that  there  shall  accrue  to  the  holder 
thereof  with  respect  to  the  face  amount 
of  such  Certificate  an  increment  at  the 
rate  of  three  percent  per  annum. 

(d)  If  the  mortgagee  elects  to  pro¬ 
ceed  under,  and  does  proceed  under  and 
In  accordance  with  the  provisions  of 
paragraph  (b)  of  this  section  and  at  any 
time  within  30  days  (or  such  further 
time  as  may  be  allowed  by  the  Commis- 
Eioner  in  writing)  after  acquiring  title  to 
and  possession  of  the  mortgaged  prop¬ 
erty  in  accordance  with  such  paragraph, 
tenders  to  the  Commissioner  possession 
thereof  and  a  deed  thereto  containing 
a  covenant  which  warrants  against  acts 
of  the  mortgagee  and  of  all  parties 
claiming  by,  through,  or  under  the  mort¬ 
gagee,  conveying  title  to  such  property 
satisfactory  to  the  Commissioner,  as 
provided  in  paragraph  (e)  of  this  sec¬ 
tion,  and  assigns  (without  recourse  or 
warranty)  any  and  all  claims  which  it 
has  acquired  in  connection  with  the 
mortgage  transaction  and  as  a  result  of 
the  foreclosure  proceedings  or  other 


means  by  which  it  acquired  such  prop¬ 
erty,  including  but  not  limited  to  any 
claims  on  account  of  title  insurance  and 
fire  or  other  hazard  Insurance,  except 
such  claims  as  may  have  been  released 
with  the  prior  approval  of  the  Commis¬ 
sioner,  the  Commissioner  shall  promptly 
accept  conveyance  to  such  property  and 
such  assignments,  notwithstanding  that 
the  buildings  or  Improvements  thereon 
shall  be  incomplete  or  may  have  been 
destroyed,  damaged,  or  Injured  in  whole 
or  in  part,  and  shall  deliver  to  the  mort¬ 
gagee  debentures  and  Certificate  of 
Claim  as  provided  in  paragraph  (c)  of 
this  section,. except  that  the  one  percent 
deduction  set  out  in  subparagraph  (1) 
(i)  thereof  with  respect  to  the  amount  of 
debentures  shall  not  apply. 

(e)  Title  satisfactory  to  the  Commis¬ 
sioner  within  the  meaning  of  paragraph 
(d)  of 'this  section  will  be  such  title  as 
was  vested  in  the  mortgagor  as  of  the 
date  the  mortgage  was  filed  for  record, 
but  must  be  free  and  clear  of  all 
mechanics’  and  materialmen’s  liens  filed 
of  record  subsequent  to  the  recording  of 
such  mortgage,  regardless  of  whether 
such  liens  attached  prior  to  such  record¬ 
ing  date,  and  free  and  clear  of  all  liens 
and  encumbrances  which  may  have 
attached,  or  defects  which  may  have 
arisen  subsequent  to  the  recording  of 
such  mortgage,  except  such  liens  or  other 
matters  as  may  be  approved  by  the  Com¬ 
missioner. 

(f)  The  mortgagee,  at  the  time  a  deed 
is  tendered  in  accordance  with  para¬ 
graph  (d)  of  this  section,  shall  furnish 
to  the  Commissioner  without  expense  to 
him  satisfactory  evidence  of  such  title. 
Such  title  evidence  shall  be  executed  as 
of  a  date  to  include  the  recordation  of 
the  deed  to  the  Commissioner  and,  shall 
be  in  the  form  of  an  owner’s  policy  of 
title  insurance,  or  a  satisfactory  abstract 
and  attorney’s  opinion  covering  the 
period  subsequent  to  the  recording  of 
the  mortgage,  or  a  satisfactory  continu¬ 
ation  of  the  title  evidence  accepted  by 
the  Commissioner  at  the  time  the  mort¬ 
gage  was  insured,  depending  upon  the 
form  of  title  evidence  originally  accepted 
by  the  Commissioner. 

(g)  The  mortgaged  premises  shall  at 
all  times  be  insured  against  fire  and 
other  hazards  as  provided  in  the  mort¬ 
gage.  The  duty  shall  be  upon  the  mort¬ 
gagee  to  provide  such  coverage  in  the 
event  the  mortgagor  fails  to  do  so.  If 
the  mortgagee  fails  to  pay  any  premiums 
necessary  to  keep  the  mortgaged  prem¬ 
ises  so  insured,  the  contract  of  insurance 
may  be  terminated  at  the  election  of  the 
Commissioner.  If  at  the  time  claim  is 
filed  for  debentures  the  property  has 
been  damaged  by  fire  or  other  hazards 
and  loss  has  been  sustained  by  reason 
of  failure  to  keep  the  property  insured 
as  provided  in  the  mortgage,  the  amount 
of  such  loss  may  be  deducted  from  the 
amount  of  the  debentures.  In  the  event 
a  loss  has  occurred  to  the  mortgaged 
property  under  any  policy  of  fire  or  other 
hazard  insurance  and  the  amount  of  any 
funds  received  by  the  mortgagee  in  pay¬ 
ment  of  such  loss  shall  be  sufficient  to 
pay  in  full  the  entire  mortgage  indebted¬ 
ness,  the  mortgage  shall,  upon  receipt  of 
such  funds  by  the  mortgagee,  be  deemed 
paid  and  the  contract  of  mortgage  in¬ 


surance  made  with  the  Commissioner 
shall  thereupon  terminate.  If,  however, 
any  funds  so  received  shall  be  insuffi¬ 
cient  to  pay  such  mortgage  indebtedness 
in  full,  the  mortgagee  shall  not  exercise 
its  option  under  the  mortgage  to  use  the 
proceeds  of  such  insurance  for  the  re¬ 
pairing,  replacing  or  rebuilding  of  such 
premises  or  to  apply  such  proceeds  to  the 
mortgage  indebtedness  without  prior 
written  approval  of  the  Commissioner. 
If  the  Commissioner  shall  fail  to  give 
his  approval  to  the  use  or  application  of 
such  funds  for  either  of  said  purposes 
within  30  days  after  written  request  by 
the  mortgagee,  the  mortgagee  may  use 
or  apply  such  funds  for  any  of  the  pur¬ 
poses  specified  in  the  mortgage  without 
the  approval  of  the  Commissioner. 

(h)  In  the  event  the  mortgagee  fore¬ 
closes  on  the  mortgaged  property,  but 
does  not  convey  it  to  the  Commissioner 
in  accordance  with  paragraph  (d)  of  this 
section,  and  the  Commissioner  is  given 
written  notice  thereof,  or  in  the  event 
the  mortgagor  pays  the  obligation  under 
the  mortgage  in  full,  prior  to  the  ma¬ 
turity  thereof,  and  the  Commissioner  is 
given  written  notice  by  the  mortgagee  of 
such  payment  by  the  mortgagor,  the  ob¬ 
ligation  to  pay  any  subsequent  premium 
charge  for  insurance  shall  cease  and  all 
rights  of  the  mortgagee,  under  para¬ 
graph  (d)  of  this  section,  shall  ter¬ 
minate  as  of  the  date  of  such  notice. 

§  289.9  Rights  and  duties  in  connec¬ 
tion  with  individual  mortgage,  (a)  In 
the  event  the  mortgagee  forecloses  on 
the  mortgaged  property,  but  does  not 
convey  it  to  the  Commissioner  in  accord¬ 
ance  with  paragraph  (g)  of  this  section, 
and  the  Commissioner  is  given  written 
notice  thereof,  or  in  the  event  the  mort¬ 
gagor  pays  the  obligation  under  the 
mortgage  in  full,  prior  to  the  maturity 
thereof,  and  the  mortgagee  pays  any 
adjusted  premium  required  under  §  289.5, 
and  the  Commissioner  is  given  written 
notice  by  the  mortgagee  of  such  payment 
by  the  mortgagor,  the  obligation  to  pay 
any  subsequent  premium  charge  for  in¬ 
surance  shall  cease  and  all  rights  of  the 
mortgagee  and  mortgagor,  under  para¬ 
graph  (g)  of  this  section,  shall  terminate 
as  of  the  date  of  such  notice. 

(b)  If  the  mortgagor  fails  to  make  any 
payment,  or  to  perform  any  other 
covenant  or  obligation  under  the  mort¬ 
gage,  and  such  failure  continues  for  a 
period  of  30  days,  the  mortgage  shall  be 
considered  in  default,  and  the  mortgagee 
shall,  within  60  days  thereafter,  give 
notice  in  writing  to  the  Commissioner  of 
such  default,,  unless  such  default  has 
been  cured  or  unless  the  Commissioner 
has  been  notified  of  a  previous  default 
which  remains  uncured. 

(c)  At  any  time  within  one  year  from 
the  date  of  default  the  mortgagee,  at  its 
election,  shall  either : 

(1)  With,  and  subject  to,  the  consent 
of  the  Commissioner,  acquire  by  means 
other  than  foreclosure  of  the  mortgage, 
possession  of,  and  title  to,  the  mortgaged 
property;  or 

(2)  Commence  foreclosure  of  the 
mortgage :  Provided,  That  if  the  laws  of 
the  State  in  which  the  mortgaged  prop¬ 
erty  is  situated  do  not  permit  the  com¬ 
mencement  of  such  foreclosure  within 
such  period  of  time,  the  mortgagee  shall 
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commence  such  foreclosure  within  60 
days  after  the  expiration  of  the  time 
during  which  such  foreclosure  is  pro¬ 
hibited  by  such  laws. 

(d)  The  mortgagee  shall  promptly 
give  notice  in  writing  to  the  Commis¬ 
sioner  of  the  institution  of  foreclosure 
proceedings  and  shall  exercise  reason¬ 
able  diligence  in  prosecuting  such  pro¬ 
ceedings  to  completion. 

(e)  For  the  purposes  of  this  section, 
the  date  of  default  shall  be  considered  as 
30  days  after  the  first  uncorrccted  failure 
to  perform  a  covenant  or  obligation,  or 
the  first  failure  to  make  a  monthly  pay¬ 
ment  which  subsequent  payments  by  the 
mortgagor  are  insufficient  to  cover  when 
applied  to  the  overdue  monthly  payments 
in  order  in  which  they  became  due. 

(f)  If  after  default  and  prior  to  the 
completion  of  foreclosure  proceedings, 
the  mortgagor  shall  pay  to  the  mortgagee 
all  monthly  payments  in  default  and 
such  expenses  as  the  mortgagee  shall 
have  incurred  in  connection  with  the 
foreclosure  proceedings,  notice  shall  be 
given  to  the  Commissioner,  and  the  in¬ 
surance  shall  continue  as  if  such  default 
had  not  occurred.  Nothing  contained  in 
this  section  shall  be  construed  so  as  to 
prevent  the  mortgagee,  with  the  written 
consent  of  the  Commissioner,  from  tak¬ 
ing  action  at  a  later  date  than  herein 
specified. 

(g )  If  the  default  is  not  cured  as  afore¬ 
said,  and  if  the  mortgagee  has  otherwise 
complied  with  the  provisions  of  para¬ 
graph  (c)  of  this  section,  and  at  any 
time  within  30  days  (or  such  further 
time  as  may  be  necessary  to  complete  the 
title  examination  and  perfect  such  title) 
after  acquiring  possession  of  the  mort¬ 
gaged  property  by  foreclosure,  or  by 
other  means  in  accordance  with  para¬ 
graph  (c)  (1)  of  this  section,  tenders  to 
the  Commissioner  possession  of,  and  a 
deed  containing  a  covenant  v;hich  war¬ 
rants  against  the  acts  of  the  mortgagee 
and  all  claiming  by,  through,  or  under 
it,  conveying  good  merchantable  title 
(evidenced  as  hereinafter  provided  in 
paragraph  (j)  of  this  section  to  such 
property  undamaged  by  fire,  earthquake, 
flood,  or  tornado,  and  undamaged  by 
waste,  except  as  hereinafter  in  this  sec¬ 
tion  provided,  and  assigns  (without  re¬ 
course  or  warranty)  any  and  all  claims 
which  it  has  acquired  in  connection  with 
the  mortgage  transaction,  and  as  a  re¬ 
sult  of  the  foreclosure  proceedings  or 
other  means  by  which  it  acquired  such 
property,  except  such  claims  as  may  have 
been  released  with  the  approval  of  the 
Commissioner,  the  Conynissioner  shall 
promptly  accept  conveyance  of  such 
property  and  such  assignment  and  shall 
deliver  to  the  mortgagee: 

(1)  Debentures  of  the  War  Housing 
Insurance  Fund  as  set  forth  in  section 
604  of  the  act,  issued  as  of  the  date  fore¬ 
closure  proceedings  were  instituted  or  the 
property  was  otherwise  acquired  by  the 
mortgagee  after  default,  bearing  interest 
at  the  rate  of  two  and  one-half  percent 
per  annum  payable  semiannually  on  the 
first  day  of  January  and  the  first  day 
of  July  of  each  year,  and  having  a  total 
face  value  equal  to  the  value  of  the 
mortgage  as  defined  in  section  604  (a) 
of  the  act.  Such  value  shall  be  deter¬ 
mined  by  adding  to  original  principal  of 


the  mortgage,  which  was  unpaid  on  the 
date  of  the  institution  of  foreclosure  pro¬ 
ceedings  or  the  acquisition  of  the  prop¬ 
erty  otherwise  after  default,  the  amount 
of  all  payments,  which  have  been  made 
by  the  mortgagee  for  taxes,  ground  rent 
and  water  rates,  which  are  liens  prior 
to  the  mortgage,  special  assessments, 
which  are  noted  on  the  application  for 
insurance  or  which  become  liens  after 
the  insurance  of  the  mortgage,  insur¬ 
ance  on  the  property  mortgaged  and 
any  mortgage  Insurance  premium  paid 
after  the  institution  of  foreclosure 
proceedings  or  the  acquisition  of  the 
property  otherwise  after  default,  and  by 
deducting  from  such  total  any  amount 
received  on  account  of  the  mortgage 
after  the  institution  of  foreclosure 
proceedings  or  the  acquisition  of  the 
property  otherwise  after  default  and 
from  any  source  relating  to  the  prop¬ 
erty  on  account  of  rent  or  other  income 
after  deducting  reasonable  expenses  in¬ 
curred  in  handling  the  property:  Pro¬ 
vided,  however.  That  with  respect  to 
mortgages  on  which  the  unpaid  princi¬ 
pal  obligation  at  the  time  of  the  insti¬ 
tution  of  foreclosure  proceedings  exceeds 
80  percent  of  the  release  clause  price  as 
specified  in  the  blanket  mortgage  ap¬ 
plicable  to  the  mortgaged  property,  or 
80  percent  of  the  appraised  value  as  of 
the  date  the  mortgage  was  accepted  for 
insurance  if  a  valuation  was  made  at 
the  time  of  insurance,  there  will  be  in¬ 
cluded  in  the  debentures  issued  by  the 
Commissioner,  on  account  of  the  cost  of 
foreclosure  (or  of  acquiring  the  prop¬ 
erty  by  other  means)  actually  paid  by 
the  mortgagee  and  approved  by  the 
Commissioner  an  amount  not  in  excess 
of  two  percent  of  the  unpaid  principal 
of  the  mortgage  as  of  the  date  of  insti¬ 
tution  of  foreclosure  proceedings  and 
not  in  excess  of  $75.00;  or  not  in  excess 
of  two-thirds  of  such  cost,  whichever 
is  the  greater.  . 

Such  debentures  shall  be  registered 
as  to  principal  and  interest  and  all  or 
any  such  debentures  may  be  redeemed, 
at  the  option  of  the  Commissioner  with 
the  approval  of  the  Secretary  of  the 
Treasury,  at  par  and  accrued  interest 
on  any  interest  payment  day  on  3 
months’  notice  of  redemption  given  in 
such  manner  as  the  Commissioner  shall 
prescribe. 

(2)  A  Certificate  of  Claim  in  accord¬ 
ance  with  section  604  (e)  of  the  act, 
which  shall  become  payable,  if  at  all, 
upon  the  sale  and  final  liquidation  of 
the  interest  of  the  Commissioner  in  such 
property  in  accordance  with  section  604 
(f)  of  the  act.  This  certificate  shall  be 
for  an  amount  which  the  Commissioner 
shall  determine  to  be  suflBcient  to  pay 
all  amounts  due  under  the  mortgage  and 
not  covered  by  the  amount  of  debentures 
and  shall  include  a  reasonable  amount 
for  necessary  expenses  incurred  by  the 
mortgagee  in  connection  with  the  fore¬ 
closure  proceedings  or  the  acquisition 
of  the  mortgaged  property  otherwise  and 
the  conveyance  thereof  to  the  Commis¬ 
sioner,  including  reasonable  attorney’s 
fees,  unpaid  interest  and  cost  of  repairs 
to  the  property  made  by  the  mortgagee 
after  default  to  remedy  the  waste  men¬ 
tioned  in  this  section.  Each  such  Cer¬ 
tificate  of  Claim  shall  provide  that  there 


shall  accrue  to  the  holder  thereof  with 
respect  to  the  face  amount  of  such  cer¬ 
tificate,  an  increment  at  the  rate  of  three 
percent  per  annum. 

(h)  The  term  "waste”  as  used  in  this 
section  means  permanent  or  substantial 
injury  caused  by  unreasonable  use.  or 
abuse,  and  is  not  intended  to  include 
damage  caused  by  ordinary  wear  and 
tear. 

(i)  The  provisions  of  this  section  con¬ 
cerning  waste  shall  not  apply  to  mort¬ 
gages  on'  which  the  unpaid  principal 
obligation  at  the  time  of  the  institution 
of  foreclosure  proceedings  exceeds  75 
percent  of  the  release  clausa  price  as 
specified  in  the  mortgage  applicable  to 
the  mortgaged  property,  or  in  the  event 
a  valuation  was  made  at  the  time  the 
individual  mortgage  was  accepted  for  in¬ 
surance,  75  percent  of  such  appraised 
value. 

(j)  Evidence  of  title  of  tha  following 
types  will  be  satisfactory  to  the  Commis¬ 
sioner: 

(1)  A  fee  or  owner’s  policy  of  title  in¬ 
surance,  a  guaranty  or  guarantee  of  title, 
or  a  certificate  of  title,  issued  by  a  title 
company,  duly  authorized  by  law  and 
qualified  by  experience  to  issue  such;  or 

(2)  An  abstract  of  title  prepared  by 
an  abstract  company  or  individual  en¬ 
gaged  in  the  business  of  preparing  ab¬ 
stracts  of  title  and  accompanied  by  the 
legal  opinion  as  to  the  quality  of  such 
title  signed  by  an  attorney  at  law  experi¬ 
enced  in  examination  of  titles;  or 

(3)  A  Torrens  or  similar  title  certifi¬ 
cate;  or 

(4)  Evidence  of  title  conforming  to 
the  standards  of  a  supervising  branch 
of  the  Government  of  the  United  States 
or  of  any  State  or  Territory  thereof. 

(k)  Such  evidence  of  title  shall  be  fur¬ 
nished  without  cost  to  the  Commissioner 
and  shall  be  executed  as  of  a  date  to 
include  the  recordation  of  the  deed  to 
the  Commissioner,  and  shall  show  that, 
according  to  the  public  records,  there 
are  not,  at  such  date,  any  outstanding 
prior  liens,  including  any  past  due  anci 
unpaid  ground  rents,  general  taxes,  or 
special  assessments. 

(l)  If  the  title  and  title  evidence  are 
such  as  to  be  acceptable  to  prudent  lend¬ 
ing  institutions  and  leading  attorneys 
generally  in  the  community  in  which  the 
property  is  situated,  such  title  and  title 
evidence  will  be  satisfactory  to  the  Com¬ 
missioner  and  will  be  considered  by  him 
as  good  and  merchantable. 

(m)  The  Commissioner  will  not  object 
to  the  title  by  reason  of  the  following 
matters,  provided  they  are  not  such  as 
to  impair  the  value  of  the  property  for 
residence  purposes,  or  provided  they 
have  been  brought  to  the  attention  of 
the  insuring  office  for  consideration  in 
fixing  the  valuation: 

(1)  Customary  easements  for  public 
utilities,  party  walls,  driveways,  and 
other  purposes;  customary  building  or 
use  restrictions  for  breach  of  which  there 
is  no  reversion  and  w^hich  have  not  been 
violated  to  a  material  extent; 

(2  Such  restrictions  when  coupled 
with  a  reversionary  clause,  provided 
there  has  been  no  violation  prior  to  the 
date  of  the  deed  to  the  Commissioner; 

(3)  Slight  encroachments  by  adjoin¬ 
ing  improvements; 
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(4)  Outstanding  oil,  water,  or  min¬ 
eral  rights  which.  In  the  opinion  of  the 
Commissioner,  do  not  impair  the  value 
of  the  property  for  residence  purposes, 
or  which  are  customarily  waived  by  pru¬ 
dent  lending  institutions  and  leading 
attorneys  generally  in  the  community. 

ASSIGNMENTS 

§  289.10  Assignment  of  project  mort¬ 
gages.  (a)  Bonds  or  other  obligations 
issued  in  connection  with  an  insured 
mortgage  executed  in  the  form  of  an 
indenture  of  trust  providing  for  the  issue 
and  sale  of  such  bonds  or  other  obliga¬ 
tions  and  appointing  a  trustee  to  act  on 
behalf  of  the  holders  of  such  bonds  or 
other  obligations  may  be  transferred  as 
provided  in  the  indenture  of  trust. 

(b)  An  insured  mortgage,  other  than 
a  mortgage  executed  in  the  form  of  an 
indenture  of  trust  providing  for  the  issue 
and  sale  of  bonds  or  other  obligations 
and  appointing  a  trustee  to  act  on  behglf 
of  the  holders  of  such  bonds  or  other 
obligations,  may  be  transferred  (but, 
except  with  the  written  approval  of  the 
Commissioner,  only  subsequent  to  full 
disbursement  of  the  mortgage  loan)  to 
a  transferee  who  is  a  mortgagee  approved 
by  the  Commissioner.  Upon  such  ap¬ 
proval  and  transfer  and  the  assumption 
by  the  transferee  of  all  obligations  under 
the  contract  of  insurance,  the  transferor 
shall  be  released  from  its  obligations 
under  the  contract  of  insurance. 

(c)  The  contract  of  insurance  shall 
terminate  with  respect  to  mortgages  de¬ 
scribed  in  paragraph  (b)  of  this  section 
upon  the  happening  of  either  of  the  fol¬ 
lowing  events: 

(1)  The  acquisition  of  the  insured 
mortgage  by  or  the  pledge  thereof  to  any 
person,  firm,  or  corporation,  public  or 
private,  except  as  specifically  provided  in 
paragraph  (b)  of  this  section. 

(2)  The  disposal  by  a  mortgagee  of  any 
partial  interest  in  the  insured  mortgage 
by  means  of  a  declaration  of  trust  or  by 
a  participation  or  trust  certificate  or  by 
any  other  device  unless  with  the  prior 
written  approval  of  the  Commissioner: 
Provided,  That  this  subparagraph  shall 
not  be  applicable  to  any  mortgage  so 
long  as  it  is  held  in  a  common  trust  fund 
maintained  by  a  bank  or  trust  company 
(i)  exclusively  for  the  collective  invest¬ 
ment  and  reinvestment  of  moneys  con¬ 
tributed  thereto  by  the  bank  or  trust 
company  in  its  capacity  as  a  trustee, 
executor  or  administrator;  and  (ii)  in 
conformity  with  the  rules  and  regula¬ 
tions  prevailing  from  time  to  time  of 
the  Board  of  Governors  of  the  Federal 
Reserve  System,  pertaining  to  the  col¬ 
lective  investment  of  trust  funds:  Pro¬ 
vided  further.  That  this  subparagraph 
shall  not  be  applicable  to  any  mortgage 
so  long  as  it  is  held  in  a  common  trust 
estate  administered  by  a  bank  or  trust 
company  which  is  subject  to  the  inspec¬ 
tion  and  supervision  of  a  governmental 
agency,  exclusively  for  the  benefit  of 
other  banking  institutions  which  are 
subject  to  the  inspection  and  supervision 
of  a  governmental  agency,  and  which  are 
authorized  by  law  to  acquire  beneficial 
interests  in  such  common  trust  estate, 
nor  to  any  mortgage  transferred  to  such 
a  bank  or  trust  company  as  trustee  ex¬ 


clusively  for  the  benefit  of  outstanding 
owners  of  undivided  Interests  in  the  trust 
estate,  under  the  terms  of  certificates 
Issued  and  sold  more  than  three  years 
prior  to  said  transfer,  by  a  corporation 
which  is  subject  to  the  inspection  and 
supervision  of  a  governmental  agency. 

§  289.11  Assignment  of  individual 
mortgages.  The  provisions  of  the  Ad¬ 
ministrative  regulations  under  section 
203  of  the  National  Housing  Act  govern¬ 
ing  the  assignments  of  insured  mort¬ 
gages  shall  likewise  govern  the 
assignments  of  individual  mortagees  in¬ 
sured  under  section  611  of  the  act. 

RIGHTS  IN  HOUSING  FUND 

§  289.12  No  vested  right.  Neither  the 
mortgagee  nor  the  mortgagor  shall  have 
any  vested  or  other  right  in  the  “War 
Housing  Insurance  Fund”. 

AMENDMENTS 

§  289.13  Amendments  to  regulations 
in  this  part.  The  regulations  in  this  part 
may  be  amended  by  the  Commissioner 
at  any  time  and  from  time  to  time,  in 
whole  or  in  part,  but  such  amendments 
shall  not  affect  the  contract  of  insurance 
on  any  mortgage  already  insured  or  any 
mortgage  or  prospective  mortgage  on 
which  the  Commissioner  has  made  a 
commitment  to  insure. 

EFFECTIVE  DATE 

§  289.14  Effective  date.  The  regula¬ 
tions  in  this  part  shall  be  effective  as  to 
all  mortgages  with  respect  to  which  a 
commitment  to  insure  under  section  611 
is  issued  on  or  after  the  date  hereof. 

Issued  at  Washington,  D.  C.,  April  20, 
1950. 

Frankun  D.  Richards, 
Federal  Housing  Commissioner. 

(P.  R.  Doc.  60-3533;  Filed,  Apr.  25,  1950; 
8:50  a.  m.] 

TITLE  39— POSTAL  SERVICE 

Chapter  I — Post  Office  Department 

Part  37 — Free  Matter  in  the  Mails 

REPRODUCERS  AND  SOUND-REPRODUCTION 
RECORDS  FOR ’the  BLIND 

In  §  37.26  Reproducers  and  sound-re¬ 
production  records  for  the  blind  (39  CFR 
37.26)  amend  paragraphs  (b),  (c)  and 

(d)  to  read  as  follows: 

(b)  Authority  to  extend  privilege.  The 
Postmaster  General  may  in  his  discre¬ 
tion  extend  this  rate  of  1  cent  per  pound 
or  fraction  thereof  to  reproducers  for 
sound-reproduction  records  for  the  blind, 
or  parts  thereof,  to  Braille  writers  and 
other  appliances  for  the  blind,  or  parts 
thereof,  which  are  the  property  of  State 
governments  or  subdivisions  thereof,  or 
of  public  libraries,  or  of  private  agencies 
for  the  blind  not  conducted  for  private 
profit,  or  of  blind  individuals,  under  such 
regulations  as  he  may  prescribe. 

(33  Stat.  313,  as  amended;  89  U.  S.  C.  331; 
Pub.  Law  290,  approved  Sept.  7,  1949.) 

(c)  Evidence  required.  Organiza¬ 
tions,  institutions,  libraries,  or  other 
agencies  desiring  to  send  or  receive  re¬ 
producers  for  sound-reproduction  rec¬ 


ords  or  parts  thereof,  and  Braille  writers 
and  other  appliances  for  the  blind,  or 
parts  thereof,  at  the  rate  prescribed  in 
this  section  shall  furnish  satisfactory 
evidence  that  they  are  not  conducted  for 
private  profit. 

(d)  Preparation  for  mailing.  Parcels 
containing  reproducers  for  sound  repro¬ 
duction  records  for  the  blind,  or  parts 
thereof,  to  be  acceptable  for  mailing  un¬ 
der  paragraph  (a)  of  this  section  must 
be  sent  for  repair  purposes  only  or  re¬ 
turned  after  repair.  They  shall  bear  the 
W'ords: 

Appliance  for  the  Blind 
Sent  for  Repair 
Sec.  37.26  (a)  P.  L.  &  R. 

The  1-cent-a-pound  rate  is  applicable  to 
parcels  containing  reproducers  for  sound 
reproduction  records  for  the  blind,  or 
parts  thereof,  and  to  Braille  writers  and 
other  appliances  for  the  blind,  or  parts 
thereof,  mailed  under  paragraph  (b)  of 
this  section.  Such  parcels  shall  bear  the 
words: 

Appliance  for  the  Blind 
Sec.  37.28  (b)  P.  L.  &  R. 

Parcels  mailed  under  the  provisions  of 
this  section  shall  not  exceed  the  limit  of 
weight  prescribed  for  fourth-class  mat¬ 
ter,  and  the  required  Inscription  must  be 
placed  below  the  name  and  address  of  the 
sender  which  shall  appear  in  the  upper 
left  corner  of  the  address  side  of  the  en¬ 
velope,  wrapper,  or  address  label,  the 
postage  stamps  to  cover  postage  at  the 
rate  of  1  cent  for  each  pound  or  fraction 
of  a  pound  to  be  placed  in  the  upper 
right  corner. 

(R.  S  .161,  396,  secs.  304,  309,  42  Stat.  24,  25, 

63  Stat.  690;  6  U.  S.  C.  22,  369,  39  U,  S.  C.  331) 

m 

[seal]  J.  M.  Donaldson, 

Postmaster  General. 

[F.  R.  Doc.  50-3497;  Piled,  Apr.  25,  1950; 

8:45  a.  m.] 


Part  127 — International  Postal  Service: 

Postage  Rates,  Service  Available,  and 

Instructions  for  Mailing 

MISCELLANEOUS  AMENDMENTS 

In  Part  127,  (39  CFR  Part  127)  make 
the  following  changes: 

a.  In  §  127.3  Letters  and  letter  pack¬ 
ages  (39  CFR  127.3;  14  F.  R.  893,  6133) 
make  the  following  changes: 

1.  Amend  paragraph  (f)  as  follows: 

a.  Delete  “Trans-Jordan”  from  the 
alphabetical  list  of  countries  and  insert 
“Jordan  (Hashemite  Kingdom)”  be¬ 
tween  “Jamaica”  and  “Kenya  and 
Uganda.” 

b.  Delete  "Uruguay”  from  the  alpha¬ 
betical  list  of  countries  and  insert  in 
lieu  thereof  “Uruguay  (registered). 
(See  note).” 

2.  Amend  paragraph  (g)  by  inserting 
“Uruguay  (ordinary)”  between  “Union 
of  Soviet  Socialist  Republics”  and 
“Venezuela.” 

b.  In  §  127.10  Small  packets  739  CFR 
127.10)  make  the  following  changes: 

1.  Amend  the  alphabetical  list  of 
countries  in  paragraph  (e)  as  follows: 

a.  Insert  “Cyrenaica”  between  “Cy¬ 
prus”  and  “Czechoslovakia.” 


2338 


RULES  AND  REGULATIONS 


b.  Insert  “Somalia”  between  “Solo¬ 
mon  Islands”  and  “Spain.” 

c.  Delete  “Trans-Jordan”  and  insert 
“Jordan  (Hashemite  Kingdom)”  be¬ 
tween  “Japan”  and  “Lebanon.” 

c.  In  §  127.19  Special  delivery  (Ex- 
pres)  service  (39  CFR  127.19,  16  F.  R. 
324,  1104)  amend  paragraph  (a)  by 
deleting  “Trans-Jordan”  from  the 
alphabetical  list  of  countries  and  by  in¬ 
serting  “Jordan  (Hashemite  Kingdom)” 
between  “Italy”  and  “Kenya  and 
Uganda.” 

d.  In  §  127.73  Dispatch  notes  (39  CFR 
127.73)  amend  paragraph  (a)  by  delet¬ 
ing  “Trans-Jordan”  and  by  inserting 
“Jordan  (Hashemite  Kingdom)”  be¬ 
tween  “Italy”  and  “Latvia”  in  the  alpha¬ 
betical  list  of  countries. 

e.  In  §  127.76  Group  shipments  (39 
CFR  127.76)  amend  paragraph  (b)  by 
deleting  “Trans-Jordan  (limited  to  3 
parcels)”  and  inserting  “Jordan  (Hashe¬ 
mite  Kingdom)  (limited  to  3  parcels)” 
between  “Iraq”  and  “Luxemburg”  in  the 
alphabetical  list  of  countries. 

f.  In  §  127.199  Alphabetical  index  to 
Subpart  D  (39  CFR  127.199)  delete 
“Ti-ans-Jordan,  127.364”  and  insert  “Jor¬ 
dan  (Hashemite  Kingdom)  127.286a”  be¬ 
tween  “Japan  127.286”  and  “Jugoslavia 
127.380  Yugoslavia.” 

g.  In  §  127.364  Trans-Jordan  (39  CFR 
127.364)  make  the  following  changes: 

1.  Amend  §  127.364  by  deleting 
§  127.364”  and  substituting  “§  127.286a” 
in  lieu  thereof:  and  insert  the  entire 
§  127.286a  between  §  127.286  and 
§  127.287. 

2.  Amend  the  section  headnote  by  de¬ 
leting  “Trans-Jordan”  and  inserting 
“Jordan  ^Hashemite  Kingdom)  ”  in  lieu 
thereof. 

3.  Amend  paragraph  (b)  (1)  to  read 
as  follows: 

(b)  Parcel  post.  (Jordan  (Hashemite 
Kingdom) ) 

(1)  Table  of  rates — (i)  Surface  par¬ 
cels. 


(Rates  Include  transit  charges  and 
surcharges] 


Pounds : 

Rate 

Pounds; 

Rate 

1 _ 

..  $0.42 

12_ . 

..  $2.42 

2 _ 

.  56 

13 . . 

__  2. 56 

3 _ 

.77 

14 _ 

—  2. 70 

4 _ 

.91 

15 . . 

__  2.84 

5 _ 

1.05 

16 _ 

__  2.98 

6 _ 

1. 19 

17 . . 

3. 12 

7 _ 

„  1.33 

18 _ 

__  3.26 

8 _ 

—  1.53 

19 . . 

3.40 

9 _ 

1.67 

20 _ 

—  3. 54 

10 _ 

1.81 

21 . 

3.68 

11 _ 

..  1.95 

22 . 

3. 82 

Weight  limit:  22  pounds. 

Customs  declarations:  1  Form  2966. 
Dispatch  note:  1  Form  2972. 

Parcel-post  sticker:  1  Form  2922. 

Sealing:  Optional. 

Group  shipments:  Limited  to  3  parcels. 
(See  §  127.76). 

Registration:  No. 

Insurance:  No. 

C.  o.  d.:  No. 

(R.  S.  161,  396,  398,  secs.  304,  309,  42  Stat.  84, 
25,  48  Stat.  943;  6  U.  S.  C.  22,  369,  872) 

[seal]  J.  M.  Donaldson, 

Postmaster  General. 

[F.  R.  Doc.  60-3498:  Filed,  Apr.  25,  1950; 
8:45  a.  m.] 


Part  127 — International  Postal  Service: 

Postage  Rates,  Service  Available,  and 

Instructions  for  Mailing 

MISCELLANEOUS  AMENDMENTS 

a.  In  §  127.53  Importation  of  plaiits 
and  plant  products  by  mail,  as  such,  or 
as  packing  materials;  also  exportation  of 
tobacco  seed  and  plants  and  cotton  prod¬ 
ucts  (39  CFR  127.53)  make  the  following 
changes : 

1.  Amend  the  section  heading  to  read 
as  follows: 

§  127.53  Importation  of  plants  and 
plant  products  by  mail,  as  such,  or  as 
packing  materials;  also  exportation  of 
tobacco  seed  and  plants,  cotton  products, 
and  dried  whole  eggs. 

2.  Add  a  new  paragraph  (f )  to  read  as 
follows: 

(f )  Mail  shipments  of  dried  whole  eggs 
addressed  to  foreign  countries.  (1)  The 
United  States  Department  of  Agricul¬ 
ture  has  announced  the  sale  by  the  Com¬ 
modity  Credit  Corporation  of  dried  whole 
eggs  for  export  only,  a  sales  program 
which  requires  that  purchasers  furnish 
definite  proof  of  exportation. 

(2)  When  dried  whole  eggs  purchased 
under  the  above-mentioned  program  are 
offered  for  export  by  mail,  an  endorse¬ 
ment  must  be  written  or  stamped  on  each 
package  by  the  sender  w'aiving  any  right 
to  withdraw  it  from  the  mails,  or  have  it 
returned.  The  endorsement  must  be 
properly  completed  and  signed  by  the  ex¬ 
porter  or  his  authorized  representative 
over  his  title.  The  parcel  post  forms  ac¬ 
companying  such  parcels  should  be  com¬ 
pleted  by  the  senders  to  indicate  that  the 
parcels  are  to  be  abandoned  in  case  of 
non-delivery. 

(3)  A  certificate  in  the  following 
form,  prepared  and  completed  by  the 
sender,  must  be  presented  with  the 
shipment : 

Certificate  of  Mailing  Dried  Whole  Eggs 

I  hereby  certify  that  there  has  (have) 
been  posted  at  this  post  office  today  by 

(Name  of  sender)  (Number) 

parcels  containing  a  total  of _ pounds 

of  dried  whole  eggs  on  which  the  sender  has 
waived  the  right  to#’ithdraw  same  from  the 
malls  or  have  same  returned. 

Parcels  addressed  to: 


(Name  and  addresses  of  addressees) 
[office  stamp] 


(Postmaster) 
By . 


(Date) 

(4)  A  single  certificate  may  cover  any 
number  of  parcels  mailed  by  the  same 
'sender  even  though  addressed  to  differ¬ 
ent  countries.  A  charge  of  1  cent  will  be 
made  for  each  certificate  of  mailing  is¬ 
sued  to  the  sender,  or  for  each  parcel 
represented  where  a  single  certificate 
covers  more  than  one  parcel ;  that  is,  if  a 
certificate  of  mailing  is  issued  for  10 
parcels,  even  though  identical,  the 
charge  will  be  10  cents.  Postage  stamps 
to  cover  the  charge  for  the  certificate  of 


mailing  shall  be  afiflxed  to  the  certificate 
and  canceled  by  the  postmark  of  the 
ofiBce  of  mailing.  After  postmarking, 
the  certificate  will  be  signed  by  the  post¬ 
master  or  his  authorized  representative 
and  returned  to  the  sender. 

b.  Amend  §  127.78  Certificates  of  mail¬ 
ing  (39  CFR  127.78;  14  F.  R.  5595),  by 
adding  paragraph  (g)  to  read  as  follows: 

(g)  See  §  127.53,  paragraphs  (d)  and 
(f) ,  concerning  certificates  of  mailing  for 
parcels  containing  certain  cotton  prod¬ 
ucts  and  whole  dried  eggs. 

(R.  S.  161,  396,  398.  secs.  304,  309,  42  Stat.  24, 
25,  48  Stat.  943;  5  U.  S.  C.  22,  369,  372) 

[SEAL]  J.  M.  Donaldson, 

Postmaster  General. 

[F.  B.  Doc.  50-3500;  Filed,  Apr.  25,  1950; 

8:46  a.  m.] 


Part  127 — International  Postal  Service: 

Postage  Rates,  Service  Available,  and 

Instructions  for  Mailing 

miscellaneous  amendments 

In  Part  127  (39  CFR  Part  127)  make 
the  following  changes: 

a.  In  §  127.238  Cyrenaica  (39  CFR 
127.238)  amend  paragraph  (a)  (1)  to 
read  as  follows. 

§  127.238  Cyrenaica — (a)  Regular 
mails — (1)  Classifications,  rates,  weight 
limits,  and  dimensions.  See  Table  No.  1, 
§  127.1.  Small  packets  accepted. 

b.  In  §  127.282  Israel  (State  of)  (39 
CFR  127.282;  14  F.  R.  458,  6134,  7455;  15 
F.  R.  200)  amend  subdivisions  (iv)  and 
(v)  of  paragraph  (b)  (4)  to  read  as 
follows: 

(iv)  The  amount  of  food  hich  any 
person  in  Israel  may  receive  by  parcel 
post  is  limited  to  27  V2  pounds  per  month. 
Specific  foodstuffs  are  limited  as  follows: 
Not  more  than  6  lbs.  9  oz.  of  canned 
meat.  Not  more  than  4  lbs.  6  oz.  each 
of  sugar;  butter;  cheese;  powdered  or 
canned  milk  or  milk  products;  cocoa; 
cooking  fats;  dried  fruits  or  nuts;  leg¬ 
umes  (peas,  beans,  etc.);  dried  vegeta¬ 
bles;  preserved  fish;  powdered  eggs; 
chocolate,  candy  or  crisp  cookies;  rice; 
cereals;  fruit  preserves.  Not  more  than 
2  lbs.  3  oz.  of  coffee,  or  of  meat  or  soup 
concentrates.  Not  more  than  1  lb.  of 
tea  or  of  spices. 

(V)  Parcels  received  by  one  family  in 
Israel  may  not  contain  more  than  56 
pounds  of  food  in  a  month,  or  more  than 
double  the  amounts  listed  of  the  specific 
foodstuffs  mentioned  in  subdivision  (iv) 
of  this  subparagraph. 

c.  In  §  127.283  Italy  (including  the  Re¬ 
public  of  San  Marino)  (39  CFR  127.283; 
14  F.  R.  2832)  make  the  following 
changes  in  paragraph  (b) : 

1.  Redesignate  subparagraph  (5)  as 
subparagraph  (6). 

2.  Insert  subparagraph  (5)  to  read  as 
follows : 

(5)  Observations.  (i)  Commercial 
parcels  must  be  accompanied  by  a  copy 
of  the  relative  commercial  invoice  dated 
and  signed  by  the  sender. 
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(ii)  Gift  parcels  if  undeliverablr  are 
not  returned  to  the  senders,  but  are 
handed  over  to  the  Italian  Red  Cross  for 
disposal. 

d.  In  §  127.323  Palestine  (Arab  con¬ 
trolled)  (39  CFR  127.323;  15  P.  R.  1075) 
amend  paragraph  (b)  (1)  to  read  as 
follows: 

-  (1)  Table  of  rates — (i)  Surface  par¬ 
cels. 


1  Rates  Include  transit  charges  and 
surcharges] 


Pounds : 

Rate 

Pounds: 

Rate 

1 _ 

$0.42 

12__ . 

__  $2.42 

2 _ 

.56 

13 _ 

__  2. 56 

3 _ 

.77 

14 _ 

__  2. 70 

4 _ 

.91 

15 _ 

2. 84 

5 . - 

1.05 

16 _ 

—  2. 98 

6 _ 

„  1. 19 

17 _ 

3.12 

7 _ 

1.33 

18 _ 

...  3.26 

8 _ 

..  1.53 

19 _ 

._  3.40 

9 _ 

—  1.67 

20 _ 

..  3.54 

10 _ 

..  1.81 

21 _ 

._  3.68 

11 _ 

—  1.95 

22 . 

3.82 

Weight  Limit:  22  pounds. 

Customs  declarations:  1  Form  2966. 
Dispatch  note:  1  Form  2972. 

Parcel-post  sticker:  1  Form  2922. 

Sealing:  Optional. 

Group  shipments:  Limited  to  3  parcels. 
(See  §  127.76). 

Registration:  No. 

Insurance:  No. 

C.  o.  d.:  No. 

e.  In  §  127.354  Somalia  (Formerly 
Italian  Somaliland)  (39  CFR  127.354) 
amend  paragraph  (a)  (1)  to  read  as  fol¬ 
lows: 

(а)  Regular  mails — (1)  Classification, 
rates,  weight  limits,  and  dimensions. 
See  Table  No.  1,  §  127.1.  Small  packets 
accepted. 

f.  In  §  127.367  Tripolitania  (39  CFR 
127.367,  14  F.  R.  520)  amend  paragraph 
(a)  (1)  to  read  as  follows: 

§  127.367  Tripolitania  —  Regular 
mails — (1)  Classifications,  rates,  weight 
limits,  and  dimensions.  See  Table  No.  1, 
§  127.1.  Small  packets  accepted  at  risk 
to  sender. 

g.  In  §  127.374  Uruguay  (39  CFR 
127.374;  14  F.  R.  893)  make  the  following 
changes: 

1.  Amend  subparagraph  (6)  of  para¬ 
graph  (a)  to  read  as  follows: 

(б)  Dutiable  articles  (merchandise) 
prepaid  at  letter  rate.  Accepted,  if  reg¬ 
istered.  Such  articles  not  bearing  the 
green  label  (Form  2976  (C  1)),  are  sub¬ 
ject  to  confiscation. 

2.  Amend  paragraph  (a)  (9)  by  the 
addition  of  subdivision  (iv)  to  read  as 
follows: 

(iv)  Dutiable  articles  (merchandise) 
in  letters  and  packages  prepaid  at  the 
letter  rate,  unless  registered. 

(R.  S.  161,  396,  398,  secs.  304,  309,  42  Stat.  24. 
25.  48  Stat.  943;  5  U.  S.  C.  22,  369,  372) 

[se.\l]  J.  M.  Donaldson, 

Postmaster  General. 

[F.  R.  Doc.  80-3499;  Piled,  Apr.  25,  1950; 
8:46  a.  m.] 
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TITLE  49— TRANSPORTATION 

Chapter  I — Interstate  Commerce 
Commission 

Subchapter  A— General  Rules  and  Regulations 

Part  120 — Annual,  Special  or 
Periodical  Reports 

CONSOLIDATED  STATISTICAL  STATEMENTS 
FOR  STEAM  RAILW.AYS 

At  a  session  of  the  Interstate  Com¬ 
merce  Commission,  Division  1,  held  at  its 
office  in  Washington,  D.  C.,  on  the  28th 
day  of  February  A.  D.  1950. 

The  matter  of  Annual  Reports  from 
Steam  Railway  Companies  of  Class  I 
being  under  consideration: 

It  is  ordered.  That  the  order  dated 
December  18,  1941,  as  amended  by 
orders  dated  August  31,  1942,  and  Feb¬ 
ruary  24,  1949,  In  the  Matter  of  Annual 
Repoijis  from  Steam  Railway  Companies 
(49  CFR,  120.11a),  be,  and  is  hereby 
cancelled  and  in  lieu  thereof  the  follow¬ 
ing  order  is  prescribed: 

§  120.11a  Consolidated  statistical 
statements  supplemental  to  annual  re¬ 
port  prescribed  for  large  and  medium 
steam  railways.  Beginning  with  the  re¬ 
port  for  the  year  1950,  and  annually 
thereafter  until  further  ordered,  all 
steam  railway  companies  subject  to  sec¬ 
tion  20,  Part  1  of  the  Interstate  Com¬ 
merce  Act,  which  have  railway  operating 
revenue  of  $10,000,000  or  more  (except* 
switching  and  terminal  companies  and 
except  those  steam  railway  companies 
which  are  subsidiaries  of  other  steam 
railway  companies),  are  hereby  required 
to  file,  in  addition  to  and  separate  from 
annual  reports  of  individual  operating 
companies,  supplemental  consolidated 
statistical  statements  in  accordance  with 
the  form  of  Supplement  to  Annual  Re¬ 
port  Form  A — Consolidated  Statistical 
Statements  and  instructions  thereto 
which  is  attached  hereto,*  and  is  hereby 
approved  and  made  a  part  of  this  sec¬ 
tion — which  form  of  report  may  be 
necessarily  modified  from  year  to  year 
in  accordance  with  approved  revisions 
in  the  Uniform  System  of  Accounts  for 
Steam  Railroads  (49  CFR,  Part  10). 
The  Supplement  to  Annual  Report  Form 
A  shall  be  filed,  in  duplicate,  in  the 
Bureau  of  Transport  Economics  and 
Statistics,  Interstate  Commerce  Com¬ 
mission,  Washington  25,  D.  C.,  on  or  be¬ 
fore  June  30  of  the  year  following  the 
one  to  which  it  relates. 

(Sec.  12,  24  stat.  383,  as  amended,  49  U.  S.  C. 
12.  Interprets  or  applies  sec.  20,  24  Stat. 
386,  as  amended:  49  U.  S.  C.  20) 

It  is  further  ordered.  That  a  copy  of 
this  order  and  the  attached  instructions 
and  forms  of  schedules  shall  be  served 
upon  every  class  I  steam  railroad  (ex¬ 
cept  switching  and  terminal  companies) 
subject  to  Part  I  of  the  Interstate  Com¬ 
merce  Act,  and  upon  every  receiver,  trus¬ 
tee,  executor,  administrator,  or  assignee 
of  any  such  steam  railroad;  and  notice 
of  this  order  shall  be  given  to  the  general 
public  by  depositing  a  copy  thereof  in 
the  office  of  the  Secretary  of  the  Com¬ 
mission  at  Washington,  D.  C.,  and  by 
filing  it  w'ith  the  Director  of  the  Division 
of  the  Federal  Register. 


‘Filed  as  part  of  the  original  document. 


Objections  may  be  filed.  Any  inter¬ 
ested  party  may  on  or  before  June  30, 
1950,  file  with  the  Commission  a  written 
statement  of  reasons  why  the  said  order 
should  not  become  effective  as  provided 
above.  Unless  otherwise  ordered  after 
consideration  of  such  objections,  the  said 
order  shall  become  effective  as  herein 
ordered. 

Note:  Budget  Bureau  No.  60-R280. 

By  the  Commission,  Division  1. 

[seal!  W,  P.  Bartel, 

Secretary. 

[F.  R.  Doc.  50-3511;  Filed,  Apr.  25.  1950; 

8:47  a.  m.] 


Subchapter  B — Carriers  by  Motor  Vehicles 
[Ex  Parte  No.  MC-37] 

Part  170 — Commercial  Zones 

COMMERCIAL  ZONES  DETERMINED  CENERALLY 
W'lTH  EXCEPTIONS 

April  20,  1950. 

Orders  entered  by  the  Commission  on 
August  30,  1948  (13  F.  R.  5213)  and  No¬ 
vember  29.  1948  (13  F.  R.  7417),  which 
among  other  things  purported  to  post¬ 
pone  the  effective  date  of  §  170.16,  Com-  • 
mercial  zones  determined  generally, 
witfi  exceptions  (11  F.  R.  14693),  should 
not  have  included  this  section  as  it  had 
become  effective  on  February  3, 1947,  and 
had  been  published  in  the  1946  Supple¬ 
ment  of  the  Code  of  Federal  Regulations. 

Because  of  these  orders  purporting  to 
postpone  its  effectiveness  indefinitely, 

§  170.16  has  been  omitted  from  the  1949 
Edition  of  the  Code  of  Federal  Regula¬ 
tions.  This  matter  having  been  called 
to  the  attention  of  the  Commission,  cor¬ 
rected  orders  were  filed  with  the  Federal 
Register  on  April  13,  1950.  * 

In  order  that  the  Code  may  properly 
reflect  the  situation,  there  should  be  in¬ 
serted  in  the  1950  pocket  supplement 
§  170.16,  as  amended  (1)  by  the  order 
of  March  23.  1948  (13  F.  R.  1981),  de¬ 
leting  footnotes  (2)  and  (3)  and  extend¬ 
ing  its  application  to  all  points  in  the 
counties  and  areas  set  forth  in  such  foot¬ 
notes  except  municipalities  the  com¬ 
mercial  zones  of  which  are  defined  in 
§§  170.21  to  170.30,  inclusive,  and  (2)  by 
the  order  of  July  19. 1948  (13  F.  R.  4393) . 
vacating  §  170.16  insofar  as  it  defined  the 
limits  of  the  commercial  zone  of  (1)  any 
municipality  in  New  Jersey,  any  part  of 
which  was  within  5  miles  of  the  corporate 
limits  of  New  York,  N.  Y.,  and  (2)  of  any 
municipality  in  Westchester  County  or 
Nassau  County,  N.  Y. 

As  amended,  §  170.16  should  read; 

§  170.16  Commercial  zongs  deter¬ 
mined  generally,  with  exceptions.  The 
commercial  zone  of  each  municipality  in 
the  United  States,  with  the  exceptions 
indicated  in  the  note  at  the  end  of  this 
section,  within  which  the  tran.sportation 
of  passengers  or  property,  in  interstate 
or  foreign  commerce,  when  not  under  a 
common  control,  management,  or  ar¬ 
rangement  for  a  continuous  carriage  or 
shipment  to  or  from  a  point  without  such 
zone,  is  exempt  from  all  provisions  of 
part  II,  Interstate  Commerce  Act,  except 
the  provisions  of  section  204  relative  to 
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the  qualifications  and  maximum  hours  of 
service  of  employees  and  safety  of  opera¬ 
tion  or  standards  of  equipment  shall  be 
deemed  to  consist  of : 

(a)  The  municipality  itself,  herein¬ 
after  called  the  base  municipality; 

(b)  All  municipalities  within  the 
United  States  which  are  contiguous  to 
the  base  municipality: 

(c)  All  other  municipalities  within  the 
United  States  and  all  unincorporated 
areas  within  the  United  States  which  are 
adjacent  to  the  base  municipality  as  fol¬ 
lows: 

(1)  When  the  base  municipality  has 
a  population  less  than  2,500  all  unin¬ 
corporated  areas  within  two  miles  of  its 
corporate  limits  and  all  of  any  other  mu¬ 
nicipality  any  part  of  which  is  within  two 
miles  of  the  corporate  limits  of  the  base 
municipality, 

(2)  When  the  base  municipality  has  a 
population  of  2,500  but  less  than  25,000, 
all  unincorporated  areas  within  3  miles 
of  its  corporate  limits  and  all  of  any 
other  municipality  any  part  of  which  is 
within  3  miles  of  the  corporate  limits  of 
the  base  municipality, 

(3)  When  the  base  municipality  has  a 
population  of  25,000  but  less  than  100,000, 
all  unincorporated  areas  within  4  miles 
of  its  corporate  limits  and  all  of  any 
other  municipality  any  part  of  which  is 
within  4  miles  of  the  corporate  limits  of 
the  base  municipality,  and 

(4)  When  the  base  municipality  has  a 
population  of  100,000  or  more,  all  unin¬ 
corporated  areas  within  5  miles  of  its 


corporate  limits  and  all  of  any  other 
municipality  any  part  of  which  is  within 
5  miles  of  the  corporate  limits  of  the  base 
municipality,  and 

(d)  All  municipalities  wholly  sur¬ 
rounded,  or  so  surrounded  except  for  a 
water  boundary,  by  the  base  munici¬ 
pality,  by  any  United  States  municipality 
contiguous  thereto,  or  by  any  United 
States  municipality  adjacent  thereto 
which  is  included  in  the  commercial  zone 
of  such  base  municipality  under  the  pro¬ 
visions  of  paragraph  (c)  of  this  section. 

Note:  Except:  Municipalities  the  commer¬ 
cial  zones  of  which  have  been  or  ere  here¬ 
after,  individually  or  specially  determined. 

(49  Stat.  546,  as  amended;  49  U.  S.  C.  304) 

[seal]  W.  P.  Bartel, 

Secretary. 

[F.  R.  Doc.  50-3510;  Piled.  Apr.  25,  1950; 

8:47  a.  m.] 


TITLE  50— WILDLIFE 

Chapter  I — Fish  and  Wildlife*  Service, 
Department  of  the  Interior 

Subchapter  C— Management  of  Wildlife 
Conservation  Areas 

Part  34 — Southeastern  Region 

Subpart — White  River  National 
Wildlife  Refuge,  Arkansas 

NON-COMMERCIAL  FISHING 

Basis  and  purpose;  On  the  basis  of 
observation  and  reports  of  field  repre¬ 


sentatives  of  the  Pish  and  Wildlife 
Service,  it  appears  that  an  extension  of 
the  sports  fishing  season  to  more  closely 
conform  to  the  liberalized  State  laws 
and  regulations  may  be  made  without 
detriment  to  the  management  of  the 
Refuge  for  the  protection  of  wildlife. 

Since  the  following  regulations  are  a 
liberalization  of  current  public  use  reg¬ 
ulations,  the  notice  and  public  rule- 
making  procedure  required  by  the  Ad¬ 
ministrative  Procedure  Act  (60  Stat.  237, 
5  U,  S.  C.  1001  et  seq.)  are  hereby  found 
to  be  impracticable  and  the  effective 
date  requirement  of  the  Administrative 
Procedure  Act  does  not  apply. 

Effective  upon  publication  of  this  doc¬ 
ument  in  the  Federal  Register,  §  34.251 
is  revised  to  read  as  follows: 

§  34.251  Non-commercial  fishing  per¬ 
mitted.  Non-commercial  fishing  is  per¬ 
mitted  in  all  the  waters  of  the  White 
River  National  Wildlife  Refuge,  Arkan¬ 
sas,  from  March  16  to  October  31,  in¬ 
clusive,  of  each  year,  in  accordance  with 
the  provisions  of  Parts  18  and  21  of  this 
Chapter  and  subject  to  the  conditions, 
restrictions,  and  requirements  of 
f  §  34.252  to  34.257,  inclusive. .  ^ 

(Sec.  10,  45  Stat.  1224;  16  U.  S.  C.  7151) 

O.  H.  Johnson, 
Acting  Director. 

April  20,  1950. 

[F.  R.  Doc.  50-3502;  Filed,  Apr.  25,  1950; 

8:46  a.  m.] 


PROPOSED  RULE  MAKING 


DEPARTMENT  OF  THE  TREASURY 
bureau  of  Internal  Revenue 
[  26  CFR,  Part  189  1 

Bottling  of  Tax-Paid  Distilled  Spirits 
notice  of  proposed  rule-making 

A  notice  is  hereby  given,  pursuant  to 
the  Administrative  Procedure  Act,  ap¬ 
proved  June  11,  1946,  that  the  regula¬ 
tions  set  forth  in  tentative  form  below 
are  proposed  to  be  prescribed  by  the 
Commissioner  of  Internal  Revenue,  with 
the  approval  of  the  Secretary  of  the 
Treasury.  Prior  to  the  final  adoption  of 
such  regulations,  consideration  will  be 
given  to  any  data,  views,  or  arguments 
pertaining  thereto  which  are  submitted 
in  WTiting,  in  duplicate,  to  the  Commis¬ 
sioner  of  Internal  Revenue,  Washington 
25,  D.  C.,  w'ithin  the  period  of  30  days 
from  the  date  of  this  notice  in  the 
Federal  Register.  The  proposed  regu¬ 
lations  are  to  be  Issued  under  the  au¬ 
thority  of  sections  2801,  2803,  2804,  2806, 
2808,  2809,  2810,  2829,  2857,  2858,  2866. 
2870,  2871,  2883,  2912,  3170,  3173,  3176, 
3179,  3250,  3254,  3270,  3271.  3272,  3273, 
3274,  3277,  3278,  3279,  3280,  3301,  3656, 
3809,  4041,  Internal  Revenue  Code; 
section  3,  49  Stat.  978;  27  U.  S.  C.,  203; 
section  5,  49  Stat.  981,  as  amended;  27 


U.  S.  C.,  section  205;  and  section  6,  49 
Stat.  985;  27  U.  S.  C.,  206. 

[seal]  ,  Daniel  A.  Bolich, 

Acting  Commissioner  of 
Internal  Revenue. 

1.  These  regulations  shall,  on  and  after 
September  1, 1950,  supersede  Regulations 
11  (26  CFR,  Part  189;  5  F.  R.  1905)  as 
amended. 

2.  These  regulations  shall  not  affect  or 
limit  any  act  done  or  any  liability  in¬ 
curred  under  any  regulations  superseded 
hereby,  or  any  suit,  action,  or  proceeding 
had  or  commenced  in  any  civil,  admin¬ 
istrative,  or  criminal  cause  and  proceed¬ 
ing  prior  to  the  effective  date  of  these 
regulations,  nor  shall  these  regulations 
release,  acquit,  affect,  or  limit  any  offense 
committed  in  violation  of  previously  ex¬ 
isting  regulations,  or  any  penalty,  lia¬ 
bility  or  forfeiture  incurred  prior  to  such 
date. 

Subpart  A — Scope  or  Regulations 

Sec. 

189.1  Bottling  of  tax-paid  distilled  spirits. 
Subpart  B — Definitions 

189.5  Meaning  of  terms. 

189.6  CkJllector. 

188.7  Commissioner. 

189.8  Distilled  spirits. 

189.9  District  supervisor. 

189.10  Gallon. 


Sec. 

189.11 

I.  R.  0. 

189.12 

Person. 

189.13 

Proof. 

189.14 

Proof  gallon. 

189.15 

Proof  spirits. 

189.16 

Proprietor. 

189.17 

Rectified  spirits. 

189.18 

Red  strip  stamps. 

189.19 

Spirits. 

189.20 

Tank  car. 

189.21 

Tax-paid  bottling  house. 

189.22 

Wines. 

189.23 

Plural  and  singular. 

189.24 

Inclusion. 

Subpart  C — Establishment 

189.30 

Who  may  establish. 

189.31 

Number  that  may  be  established. 

189.35 

Subpart  D — Location  and  Use 

Location. 

189.36 

Use.  - 

189.40 

Subpart  E — Construction 

Buildings  or  rooms. 

189.41 

Means  of  Ingress  and  egress. 

189.4 

Doors,  windows,  and  other  openings. 

189.43 

Case  storage  room. 

189.44 

Export  storage  room. 

189.45 

Office  facilities. 

189.50 

Subpart  F — Sign 

Posting  of  sign. 

189.55 

Subpart  G — Equipment 

Weighing  tanks. 

189.56 

Scales. 

'Wednesday y  April  26,  1950 
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Sec. 

189.57  Test  welghti 

189.58  Storage  tank^ 

189.59  Dumping  and  reducing  tanks. 

189.60  Bottling  tanks. 

189.61  Package  filling  tanks. 

189.62  Gravity  tank. 

169.63  Water  stills. 

189.64  Distilled  water  storage  tanks. 

189.65  Pipe  lines. 

DETAILS  OF  CONSTRUCTION  AND  EQUIPMENT 

189.63  General. 

189.67  Bottling  houses  heretofore  estab-v 

llshed. 

SUEPART  H — QUALIFYINCF  DOCUMENTS 

189.75  Notice,  Form  27-E. 

189.76  Federal  Alcohol  Administration  Act 

permit. 

189.77  Approval  of  qualifying  documents. 

189.78  Registry  numbers. 

189.79  Disapproval  of  qualifying  docu¬ 

ments. 

189.80  Disposition  of  qualifying  docu¬ 

ments. 

189.81  Review  of  documents. 

189.82  Location  of  distiliery,  bonded  ware¬ 

house,  or  alcohol  plant. 

189.83  Amended  and  supplemental  notices. 

189.84  Corporate  documents,  etc. 

189.85  Registry  of  stills,  Form  26. 

189.86  Plat  and  plans. 

189.87  Additional  information. 

189.88  Instruments  and  papers. 

Subpart  I — Plats  and  Plans 

189.95  Plat  and  plans  required. 

189.96  Preparation. 

189.97  Depiction  of  premises. 

189.93  Contiguous  premises. 

189.99  Floor  plans. 

189.100  Elevational  flow  diagrams. 

189.101  Pipe  lines. 

189.102  Pipe  lines  In  colors. 

189.103  Pipe  lines  exempted. 

189.104  Certificate  of  accuracy. 

189.105  Revised  plats  and  plans. 

SuEPART  J  —  Requirements  Governing 
Changes  in  Name,  Proprietorship,  Con¬ 
trol,  Location,  Premises  and  Equipment 

189.110  General  requirement. 

189.111  Procedure  applicable. 

SUBP.ART  K — Requirements  Governing  Op.'^r- 
ATioNs  Under  Alternating  Proprietor¬ 
ships 

189.115  Qualification. 

189.116  Suspension  and  subsequent  alter¬ 

nate  proprietorships. 

189.117  Resumption  for  subsequent  alter¬ 

nate  proprietorships. 

189.118  Approval  and  disposition  of  Form 

1696. 

SuBP.ART  L — Requirements  Governing  Alter¬ 
nate  Operations  as  Bottling  in  Bond  De¬ 
partment  OF  AN  Internal  Revenue  Bonded 
Warehouse 

189.125  Procedure  applicable. 

Subpart  M — Action  by  District  Supervisor 

189.130  Procedure  applicable. 

189.131  Examination  of  bottling  tank. 

189.132  Approval  of  bottling  tank. 

Subpart  N — Instruments 

189.140  General  requirements. 

189.141  Standard  hydrometer  set. 

189.142  Ebulliometer. 

189.143  Other  Instruments. 

189.144  Accuracy  of  instruments  to  be 

checked. 

Subpart  O — Action  by  Commissioner 
189.150  Procedure  applicable. 

Subpart  P— Plant  Operation 

189.155  Restrictions. 

189.156  Operations  after  regular  hours. 


Bubpart  Q — Commencement  op  Operations 
Sec. 

189.160  Supervision  of  operations. 

189.161  Examination  of  bottling  house. 

Subpart  R — Receipt  of  Spirits 

189.165  Tax-paid  liquors  only. 

FROM  PREMISES  OTHER  THAN  RECTIFYING  PLANTS 

189.166  Deposit  In  bottling  house. 

189.167  Certificate  of  tax-payment.  Form 

1595. 

189.168  Absence  of  Form  1595  to  be  reported. 

189.169  Comparison  of  scalped  certlflcate 

with  application. 

189.170  Attachment  of  Forms  703-A,  1440 

and  1520  to  tanks. 

FROM  RECTIFYING  PLANTS 

189.171  Deposit  in  bottling  house. 

189.172  Extra  copy  of  Form  230  or  Form  237. 

169.173  Attachment  of  Forms  230  or  237  to 

bottling  tanks. 

MIXING  IN  STORAGE  TANKS 

169.174  Mixing  of  different  spirits  pro¬ 

hibited. 

RECORD  OF  RECEIPTS 

189.175  Record,  Form  52-D. 

Subpart  S — Dumping  and  Bottling 

189.185  Application,  Form  230. 

189.186  Distiller’s  original  packages. 

189.187  Rectified  spirits. 

189.188  Imported  spirits. 

189.189  Unstamped  spirits. 

189.190  Wines. 

189.191  Statement  of  Government  officer. 

189.192  Approval  by  storekeeper-gauger. 

189.193  Locking  of  bottling  tank. 

189.194  Transfer  of  packages  of  spirits  to 

bottling  tank. 

189.195  Bottling  tank  gauge. 

189.196  Bottling  tank  to  be  used. 

189.197  Reduction  of  tax-paid  rectifled 

spirits  prohibited. 

189.198  Mingling  of  different  spirits  pro¬ 

hibited. 

189.199  Testing  of  spirits  dumped  together 

for  bottling. 

189.200  Permissible  filtration, 

189.201  Use  of  filter-aids. 

189.202  Prohibited  filtration. 

189.203  Destruction  of  stamps,  marks,  and 

brands. 

189.204  Rinsing  of  barrels. 

189.205  Extracting  spirits  from  wood  for¬ 

bidden. 

189.206  Completion  of  bottling. 

189.207  Remnants. 

189.208  Disposition  of  Form  230. 

189.209  Liquor  bottles. 

189.210  Red  strip  stamps. 

189.211  Labels  for  distilled  spirits. 

189.212  Labels  for  wines. 

189.213  Rebcttling,  relabeling,  and  r«- 

stamplng  of  bottled  spirits. 

189.214  Entries  on  Form  52-D. 

Subpart  T — Red  Strip  Stamps 

189.225  Requisition,  Form  428. 

189.226  Stamp  denominations. 

189.227  Approval  of  requisition. 

189.228  Purchase  and  use. 

189.229  Remittance:  Delivery. 

189.230  Shipment  of  stamps. 

189.231  Proprietor’s  dally  requisition. 

189.232  Stamps  Issued  in  serial  order. 

189.233  Requisitions  to  be  filed. 

189.234  Officer’s  responsibility. 

189.235  Cutting  stamps  In  advance. 

189.236  Manner  of  afllxing  stamps. 

189.237  Concealing  or  obscuring  stamps 

prohibited. 

189.238  Affixing  stamp  over  cup  or  cap. 

189.239  Containers  In  excess  of  one  and  less 
*  than  five  gallons. 

189.240  Non-usable  strip  stamps. 


Sec. 

189.241  Exchange  and  redemption  of  stamps. 

189.242  Record,  Form  96. 

189.243  Record  and  report. 

Subpart  U — Labels  on  Bottles  of  Distilled 
Spirits 

189.255  Certificates  of  approval  or  exemp¬ 

tion. 

189.256  Certificates  to  be  exhibited. 

189.257  Comparison  of  labels  with  contents 

of  bottling  tank. 

189.258  Additional  label  requirements. 

189.259  Tests  of  bottled  spirits. 

189.260  Determining  proof  of  sweetened 

spirits,  wines,  etc. 

189.261  Proprietor’s  responsibility. 

Sltjpart  V — Marking  of  Cases 

189.265  Serial  numbers. 

189.266  New  or  separate  series. 

189.267  Other  required  marks. 

189.268  Illustration  of  marks. 

189.269  Manner  and  size  of  markings. 

189.270  Preservation  of  marks  and  brands. 

189.271  Deposit  in  case  storage  room. 

Subpart  W — Bottling  and  Packaging  of 
Distilled  Spirits  and  Wines  Especially 
FOR  Export  With  Benefit  of  Drawback 

189.280  General. 

189.281  Procedure. 

SxmPART  X — Safeguarding  of  Strip  Stamps 
AND  Government  Property 

189.290  Storage  in  Government  cabinet. 

SuBP.ART  Y — Proprietor’s  Records  and 
Reports 

189.295  Form  52-D. 

189.296  Contiguous  wholesale  liquor  dealer 

room. 

189.297  Record  of  warehouse  receipts  to  be 

kept  by  proprietor. 

189.298  Place  where  Form  52-F  shall  be  kept. 

189.299  Time  of  making  entries. 

189.S00  Separate  record  of  serial  numbers  of 
cases. 

189.301  Reports. 

189.302  Additional  requirements. 

1E9.303  Forms  to  be  provided  by  users. 

Subpart  Z — Storekeeper-Gauger’s  Record 
AND  Report  of  Red  Strip  Stamps 

.  189.310  Record,  Part  I,  Form  182. 

189.311  Monthly  Report,  Part  II,  Form  182. 

Subpart  AA — Sales  of  Distilled  Spirits  by 
Proprietors  of  Tax-Paid  Bottling  Houses 

169.320  Bulk  containers. 

189.321  Retail  containers. 

189.322  Broken  cases. 

Subpart  BB — Special  (Occupational)  Taxes 

189.C30  W’holesale  and  retail  liquor  dealer. 
189.331  Warehouse  receipts  covering  dis¬ 
tilled  spirits. 

Subpart  CC — Operating  Under  a  New  Indi¬ 
vidual  OR  Corporate  Name,  or  Under  Dif¬ 
ferent  Trade  Names  or  Styles 

189.335  Qualification  of  proprietor. 

183.336  Spirits  covered  by  outstanding 

Forms  230. 

189.337  Records. 

Subpart  DD — Change  in  Proprietorship 

189.345  Completion  of  operations  required. 

189.346  Spirits  covered  by  outstanding 

Forms  230. 

189.347  Disposition  of  strip  stamps. 

’  189.348  Records  and  reports. 

Subpart  EE — Discontinuance  of 
Operations 

189.355  Disposition  of  spirits. 

189.356  Disposition  of  indicia  bottles. 

189.357  DisiX)sltion  of  strip  stamps. 

189.353  Notice,  Form  27-E. 
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Subpart  FF — Concerning  Locks 
AND  Seals 

Sec. 

189.365  Furnished  by  Government. 

189.366  Where  locks  are  required. 

189.367  Seal  locks. 

189.368  Plain  locks. 

189.369  Custody  of  locks  and  keys. 

Subpart  GG — ^Duties  of 
Storekeeper -Gauger 

189.375  Additional  to  other  duties. 

189.376  Degree  of  supervision. 

Authority:  §|  189.1  to  189.376  Issued  under 
R.  S.  161,  53  Stat.  375;  5  U.  S.  C.  22.  26  U.  S.  C. 
3176.  Interpret  or  apply  53  Stat.  303,  as 
amended.  331;  26  U.  S.  C.  2803,  2871.  Other 
statutory  provisions  Interpreted  or  applied 
are  cited  to  text  In  parentheses. 

Derivation:  5§  189.1  to  1E9.376  are  derived 
from  Regulations  11,  1940  edition  (26  CFR 
189);  5  F.  R.  1905,  except  as  noted  following 
sections  affected,  and  except  as  amended  by 
this  notice. 

Laws  op  More  Common  Application  Per¬ 
taining  to  the  Bottling  of  Tax-Paid 
Distilled  Spirits 

Sec.  2801,  I.  R.  C.  Rectified  spirits. 

*  •  •  •  • 

(b)  Proof  and  volume.  When  the  process 
of  rectification  Is  completed  and  the  taxes 
prescribed  by  section  2800  (a)  (5)  have  been 
paid,  it  shall  be  unlawful  for  the  rectifier  or 
other  dealer  to  reduce  In  proof  or  Increase 
In  volume  such  spirits  or  wine  by  the  addi-. 
tion  of  water  or  other  substance;  nothing 
herein  contained  shall,  however,  prevent  a 
rectifier  from  using  again  In  the  process  of 
rectification  spirits  already  rectified  and 
upon  which  the  taxes  have  theretofore  been 
paid. 

*  •  •  *  • 

Sec.  2803,  I.  R  .C.  Stamps  for  containers 

OF  DISTIIJ.ED  SPIRITS. 

(a)  Requirement.  No  person  shall  trans¬ 
port,  possess,  buy,  sell,  or  transfer  any  dis¬ 
tilled  spirits,  unless  the  Immediate  container 
thereof  has  affixed  thereto  a  stamp  denoting 
the  quantity  of  distilled  spirits  contained 
therein  and  evidencing  payment  of  all  inter¬ 
nal-revenue  taxes  Imposed  on  such  spirits. 
The  provisions  of  this  section  shall  not  apply 
to: 

(1)  Distilled  spirits  placed  in  a  container 
for  Immediate  consumption  on  the  premises 
or  for  preparation  for  such  consumption; 

(2)  Distilled  spirits  in  bond  or  in  customs 
custody; 

(3)  Distilled  spirits  in  Immediate  contain¬ 
ers  required  to  be  stamped  under  existing 
law; 

(4)  Distilled  spirits  in  actual  process  of 
rectification,  blending,  or  bottling,  or  in  ac¬ 
tual  use  in  processes  of  manufacture; 

(5)  Distilled  spirits  on  which  no  internal- 
revenue  tax  is  required  to  be  paid; 

(6)  Distilled  spirits  not  intended  for  sale 
or  for  use  In  the  manufacture  or  production 
of  any  article  intended  for  sale;  or 

(7)  Any  regularly  established  common  car¬ 
rier  receiving,  transporting,  delivering,  or 
holding  for  transportation  or  delivery  dis¬ 
tilled  spirits  in  the  ordinary  course  of  its 
business  as  a  common  carrier. 

(b)  Purchase  and  supply.  Any  person 
placing  or  Intending  to  place  any  distilled 
spirits  upon  which  all  internal-revenue  taxes 
have  been  paid  into  any  container  upon 
which  a  stamp  is  required  by  this  section, 
or  w'ithdrawing  or  intending  to  withdraw  any 
Imported  spirits  in  such  containers  from  cus¬ 
toms  custody,  shall  be  entitled  to  purchase 
sufficient  stamps  for  stamping  such  con¬ 
tainers.  Such  stamps  shall  be  issued  by  the 
Commissioner  to  each  Collector,  upon  his 
requisition,  in  such  numbers  as  may  be  nec¬ 
essary  in  his  district,  and  shall  be  sold  by 
the  Collectors  to  persons  entitled  thereto 


upon  application  therefor  and  compliance 
with  regulations  under  this  section,  at  a 
price  of  1  cent  for  each  stamp,  except  that 
In  the  case  of  stamps  for  containers  of  less 
than  one-half  pint  the  price  shall  be  one 
quarter  of  1  cent  for  each  stamp.  When  in 
his  Judgment  there  is  no  danger  to  the  re¬ 
venue,  and  upon  the  giving  of  such  bonds  or 
other  security  as  he  may  deem  necessary, 
the  Commissioner  may  authorize  the  sale 
of  such  stamps  to  Importers  for  stamping 
containers  in  the  country  from  which 
imported. 

(c)  Unused  stamps;  exchange,  refund,  etc. 
The  Commissioner  of  Internal  Revenue,  un¬ 
der  regulations  prescribed  by  him  and  ap¬ 
proved  by  the  Secretary  of  the  Treasury,  may 
redeem  or  make  allowance  for  any  unused 
stamps  Issued  under  section  203  of  the  Liquor 
Taxing  Act  of  1934  or  subsection  (b)  of  this 
section  by  exchanging  them  for  other  stamps 
of  the  same  kind  or  by  refunding  moneys 
received  therefor:  Provided,  That  stamps  may 
be  exchanged  or  the  value  thereof  refunded 
only  in  quantities  of  the  value  of  $5  or  more: 
And  provided  further.  That  no  claim  for  the 
exchange  of  strip  stamps  or  refund  therefor 
shall  be  allowed  unless  presented  within  two 
years  after  the  date  on  which  such  stamps 
were  lawfully  issued.  There  are  hereby  au¬ 
thorized  to  be  appropriated  annually,  out  of 
any  money  in  the  Treasury  not  otherwise 
appropriated,  such  sums  as  may  be  necessary 
to  carry  out  this  provision. 

(d)  Regulations  for  issuing,  affixing,  and 
canceling  stamps.  The  Commissioner,  with 
the  approval  of  the  Secretary,  shall  prescribe 
(a)  regulations  with  respect  to  the  time  and 
manner  of  applying  for.  Issuing,  affixing,  and 
destroying  stamps  required  by  this  section, 
the  form  and  denominations  of  such  stamps, 
proof  that  applicants  are  entitled  to  such 
stamps,  and  the  method  of  accounting  for 
receipts  from  the  sale  of  such  stamps,  and  (b) 
such  other  regulations  as  he  shall  deem 
necessary  for  the  enforcement  of  t  his  section. 

(e)  Destruction  of  stamps.  Every  person 
emptying  any  container  stamped  under  the 
provisions  of  this  section  shall  at  the  time 
of  emptying  such  container  destroy  the  stamp 
thereon. 

(f)  Forfeiture  of  spirits.  All  distilled  spir¬ 
its  found  in  any  container  required  to  bear 
a  stamp  by  this  section,  which  container  is 
not  stamped  in  compliance  with  this  section 
and  regulations  issued  thereunder,  shall  be 
forfeited  to  the  United  States. 

(g)  Penalties.  Any  person  who  violates 
any  provision  of  this  section,  or  who,  with 
intent  to  defraud,  falsely  makes,  forges, 
alters,  or  counterfeits  any  stamps  made  or 
used  under  this  section,  or  who  uses,  sells, 
or  has  in  his  possession  any  such  forged, 
altered,  or  counterfeited  stamp,  or  any  plate 
or  die  used  or  which  may  be  used  in  the 
manufacture  thereof,  or  any  stamp  required 
to  be  destroyed  by  this  section,  or  who  makes, 
uses,  sells,  or  has  in  his  possession  any  paper 
in  imitation  of  the  paper  used  in  the  manu¬ 
facture  of  any  such  stamp,  or  who  reuses  any 
stamp  required  to  be  destroyed  by  this  sec¬ 
tion,  or  who  places  any  distilled  spirits  in 
any  bottle  which  has  been  filled  and  stamped 
under  this  section  without  destroying  the 
stamp  previously  affixed  to  such  bottle,  or 
who  affixes  any  stamp  Issued  under  this  sec¬ 
tion  to  any  container  of  distilled  spirits  on 
which  any  tax  due  is  unpaid,  or  who  makes 
any  false  statement  in  any  application  for 
stamps  under  this  section,  or  who  has  in  his 
possession  any  such  stamps  obtained  by  him 
otherwise  than  as  provided  In  subsection  (b), 
shall  on  conviction  be  punished  by  a  fine  not 
exceeding  $1,000,  or  by  imprisonment  at  hard 
labor  not  exceeding  five  years,  or  by  both. 
Any  officer  authorized  to  enforce  any  pro¬ 
visions  of  law  relating  to  Internal  revenue 
stamps  is  authorized  to  enforce  the  provi¬ 
sions  of  this  section  and  the  provisions  of 
section  2909  relating  to  the  bottling  of  dis¬ 
tilled  spirits  in  bond. 


(h)  Transfer  of  duties.  For  transfer  of 
duties  and  powers  of  the  Commissioner  and 
his  agents,  see  section  3170. 

Sec.  2804,  I.  R.  C.  Detention  of  casks  or 

packages  on  SUSPICION. 

(a)  Power  of  revenue  officer.  It  shall  be 
lawful  for  any  Internal  revenue  officer  to 
detain  any  cask  or  package  containing,  or 
supposed  to  contain,  distilled  spirits,  when 
he  has  reason  to  believe  that  the  tax  imposed 
by  law'  upon  the  same  has  not  been  paid,  or 
that  the  same  is  being  removed  in  violation 
of  law;  and  every  such  cask  or  package  may 
be  held  by  him  at  a  safe  place  until  it  shall 
be  determined  whether  the  property  so  de¬ 
tained  is  liable  by  law  to  be  proceeded 
against  for  forfeiture;  but  such  summary 
detention  shall  not  continue  in  any  case 
longer  than  forty-efght  hours  without  proc¬ 
ess  of  law  or  intervention  of  the  officer  to 
whom  such  detention  is  to  be  reported. 

(b)  Transfer  of  duties.  For  transfer  of 
powers  and  duties  of  Commissioner  and  his 
agents,  see  section  3170. 

Sec.  2806,  I.  R.  C.  Penalties  and  forfei¬ 
tures. 

*  •  *  •  • 

(d)  Forfeiture  of  distilled  spirits  in  un¬ 
stamped  casks  or  packages.  All  distilled 
spirits  found  in  any  cask  or  package  con¬ 
taining  five  gallons  or  more,  w’lthout  having 
thereon  each  mark  and  stamp  required 
therefor  by  law,  shell  be  forfeited  to  the 
United  States. 

(e)  Evasion  of  tax,  penalty.  Whenever 
any  person  evades,  or  attempts  to  evade,  the 
payment  of  the  tax  on  any  distilled  spirits, 
in  any  manner  whatever,  he  shall  forfeit 
and  pay  double  the  amount  of  the  tax  so 
evaded  or  attempted  to  be  evaded, 

•  *  *  •  • 

Sec.  2808,  I.  R.  C.  Instruments  to  pre¬ 
vent  AND  detect  fraud. 

(a)  Power  of  the  Commissioner.  For  the 
prevention  and  detection  of  frauds  by  dis¬ 
tillers  of  spirits,  the  Commissioner  may 
prescribe  for  use  such  hydrometers,  sac- 
charometers,  weighing  and  gauging  instru¬ 
ments,  or  other  means  for  ascertaining  the 
quantity,  gravity,  and  producing  capacity  of 
any  mash,  wort,  or  beer  used,  or  to  be  used, 
in  the  production  of  distilled  spirits,  and 
the  strength  and  quantity  of  spirits  subject 
to  tax,  as  he  may  deem  necessary;  and  he 
may  prescribe  rules  and  regulations  to  secure 
a  uniform  and  correct  system  of  inspection, 
weighing,  marking,  and  gauging  of  spirits. 
Sec.  2809,  I.  R.  C.  Definittons. 

•  •  •  «  • 

(c)  Proof  spirits.  Proof  spirits  shall  be 
held  to  be  that  alcoholic  liquor  which  con¬ 
tains  one-half  its  volume  of  alcohol  of  a 
specific  gravity  of  seven  thousand  nine 
hundred  and  thirty-nine  ten-thousandths 
(.7939)  at  sixty  degrees  Fahrenheit, 

•  •  •  •  • 

Sec.  2810,  I.  R.  C.  Registry  of  stills. 

(a)  Requirement.  Every  person  having 
in  his  possession  or  custody,  or  under  his 
control,  any  still  or  distilling  apparatus  set 
up,  shall  register  the  same  with  the  collector 
of  the  district  in  which  it  is,  by  subscribing 
and  filing  with  him  duplicate  statements,  in 
writing,  setting  forth  the  particular  place 
where  such  still  or  distilling  apparatus  is  set 
up,  the  kind  of  still  and  its  cubic  contents, 
the  owner  thereof,  his  place  of  residence,  and 
the  purpose  for  which  said  still  or  distilling 
apparatus  has  been  or  is  Intended  to  be  used; 
one  of  which  statements  shall  be  retained 
and  preserved  by  the  collector,  and  the  other 
transmitted  by  him  to  the  Commissioner. 
Stills  and  distilling  apparatus  shall  be  regis¬ 
tered  immediately  upon  their  being  set  up. 

Every  still  or  distilling  apparatus  not  so 
registered,  together  with  all  personal  prop¬ 
erty  in  the  possession  or  custody,  or  under 
the  control  of  such  pwson,  and  found  in 
the  building  or  in  any  yard  or  inclosure  con- 
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nected  with  the  building  in  which  the  same 
may  be  set  up,  shall  be  forfeited. 

And  every  person  having  in  his  possession 
or  custody,  or  under  his  control,  any  still 
or  distilling  apparatus  set  up  which  is  not  so 
registered,  shall  pay  a  penalty  of  $500  and 
shall  be  fined  not  less  than  $100,  nor  more 
than  $1,000,  and  imprisoned  for  not  less  than 
one  month,  nor  more  than  two  years. 

Stills  and  distilling  apparatus  set  up  at 
refineries  for  the  efining  of  crude  petroleum 
or  the  production  of  petroleum  products  and 
not  used  in  the  manufacture  of  distilled 
spirits  are  not  required  to  be  registered  under 
this  section. 

Sec.  2829,  I.  R.  C.  Installation  of  meters, 
TANKS,  AND  other  APPARATUS. 

(a)  Potoer  of  the  Commissioner.  The 
Commissioner,  with  the  approval  of  the  Sec¬ 
retary,  Is  authorized  to  require  at  distilleries, 
breweries,  rectifying  houses,  and  wherever 
else  In  his  Judgment  such  action  may  be 
deemed  advisable,  the  Installation  of  meters, 
tanks,  pipes,  or  any  other  apparatus  for  the 
purpose  of  protecting  the  revenue,  and  such 
meters,  tanks,  and  pipes  and  all  necessary 
labor  incident  thereto  shall  be  at  the  ex¬ 
pense  of  the  person  on  whose  premises  the 
installation  is  required.  Any  such  person 
refusing  or  neglecting  to  Install  such  appara¬ 
tus  when  so  required  by  the  Commissioner 
shall  not  be  permitted  to  conduct  business 
on  such  premises. 

Sec.  2857,  I.  R.  C.  Books  of  rectifiers  and 

WHOLESALE  DEALERS. 

(a)  Requirements.  Every  rectifier  and 
every  wholesale  liquor  dealer  who  sells,  or 
offers  for  sale,  distilled  spirits  in  quantities 
of  five  wine-gallons  or  more  to  the  same  per¬ 
son  at  the  same  time  shall  keep  daily,  at  his 
place  of  business  covered  by  his  special  tax 
stamp,  a  record  of  distilled  spirits  received 
and  disposed  of  by  him,  and  shall  render 
under  oath  correct  transcripts  and  summaries 
of  such  records:  Provided,  That  the  Com¬ 
missioner  may  in  his  discretion  require  such 
record  to  be  kept  at  the  place  where  the 
spirits  are  actually  received  and  sent  out. 
The  records  shall  be  kept  and  the  transcripts 
shall  be  rendered  in  such  form,  and  under 
such  rules  and  regulations  as  the  Commis¬ 
sioner,  with  the  approval  of  the  Secretary, 
may  prescribe. 

The  records  required  to  be  kept  under  the 
provisions  of  this  section  and  regulations 
issued  pursuant  thereto,  shall  be  preserved 
for  a  period  of  four  years,  and  during  such 
period  shall  be  available  during  business 
hours  for  inspection  and  the  taking  of  ab¬ 
stracts  therefrom  by  the  Commissioner  or 
any  Internal  revenue  oSacer. 

Every  rectifier  and  wholesale  liquor  dealer 
who  refuses  or  neglects  to  keep  such  rec¬ 
ords  in  the  form  prescribed  by  the  Commis¬ 
sioner,  with  the  approval  of  the  Secretary, 
or  to  make  entries  therein,  or  cancels,  alters, 
or  obliterates  any  entry  therein  (except  for 
the  purpose  of  correcting  errors)  or  destroys 
any  part  of  such  records,  or  any  entry  therein, 
or  makes  any  false  entry  therein,  or  hinders 
or  obstructs  any  Internal  revenue  oflQcer  from 
inspecting  such  records  or  taking  any  ab¬ 
stracts  therefrom,  or  neglects  or  refuses  to 
preserve  or  produce  such  records  as  required 
by  this  chapter  or  by  regulations  Issued  pur¬ 
suant  thereto,  shall  pay  a  penalty  of  $100 
and,  on  conviction,  shall  be  fined  not  less 
than  $100  nor  more  than  $5,000,  and  be  im¬ 
prisoned  not  less  than  three  months  nor  more 
than  three  years. 

Every  rectifier  and  wholesale  liquor  dealer 
v,’ho  refuses  or  neglects  to  render  transcripts 
or  summaries  in  the  form  required  by  the 
Commissioner,  with  the  approval  of  the  Sec¬ 
retary,  shall,  upon  conviction,  be  fined  not 
more  than  $100  for  each  such  neglect  or 
refusal. 

(b)  Transfer  of  duties.  For  transfer  of 
powers  and  duties  of  Commissioner  and  his 
agents,  see  section  3170. 

Sec.  2858,  I.  R.  C.  Exemption  of  states 
from  provisions  of  section  2857. 


The  provisions  of  section  2857  shall  not 
apply  to  States  and  Commonwealths  and 
liquor  stores  operated  by  such  States  and 
Commonwealths  that  maintain  and  make 
available  to  inspection  by  internal-revenue 
officers  such  records  as  will  enable  such  offi¬ 
cers  to  readily  trace  all  distilled  spirits  re¬ 
ceived  and  disposed  of  by  them:  Provided, 
That  such  States  and  Commonwealths,  and 
the  liquor  stores  operated  by  them,  shall, 
upon  the  request  of  the  Commissioner,  fur¬ 
nish  to  the  Commissioner  such  transcripts, 
summaries,  and  copies  of  their  records  as  he 
shall  require. 

•  Sec.  2866,  I.  R.  C.  Effacement  of  stamps 

AND  BRANDS  ON  EMPTIED  PACKAGES. 

Every  person  who  empties  or  draws  off,  or 
causes  to  be  emptied  or  drawn  off,  any  dis¬ 
tilled  spirits  from  a  cask  or  package  bearing 
any  mark,  brand,  or  stamp,  required  by  law, 
shall  at  the  time  of  emptying  such  cask  or 
package,  efface  and  obliterate  said  mark, 
stamp,  or  brand.  Every  such  cask  or  package 
from  which  said  mark,  brand,  or  stamp  is 
not  effaced  and  obliterated  as  herein  re¬ 
quired,  shall  be  forfeited  to  the  United  States, 
and  may  be  seized  by  any  officer  of  internal 
revenue,  wherever  found.  And  every  rail¬ 
road  company  or  other  transportation  com¬ 
pany,  or  person  who  receives  or  transports, 
or  has  in  possession  with  Intent  to  transport, 
or  with  Intent  to  cause  or  procure  to  be 
transported,  any  such  empty  cask  or  package, 
or  any  part  thereof,  having  thereon  any 
brand,  mark,  of  stamp,  required  by  law  to  be 
placed  on  any  cask  or  package  containing 
distilled  spirits,  shall  forfeit  $300  for  each 
such  cask  or  package,  or  any  part  thereof,  so 
received  or  transported,  or  had  in  possession 
with  the  Intent  aforesaid;  and  every  boat, 
railroad  car,  cart,  dray,  wagon,  or  other 
vehicle,  and  all  horses  and  other  animals  used 
in  carrying  or  transporting  the  same  shall  be 
forfeited  to  the  United  States.  Every  person 
who  fails  to  efface  and  obliterate  said  mark, 
stamp,  or  brand,  at  the  time  of  emptying 
such  cask  or  package,  or  who  receives  any 
such  cask  or  package,  or  any  part  thereof, 
with  the  Intent  aforesaid,  or  who  transports 
the  same,  or  knowingly  aids  or  assists  therein, 
or  who  removes  any  stamp  provided  by  law 
from  any  cask  or  package  containing,  or 
which  had  contained,  distilled  spirits,  with¬ 
out  defacing  and  destroying  the  same  at  the 
time  of  such  removal,  or  who  aids  or  assists 
therein,  or  who  has  In  his  possession  any 
such  stamp  so  removed  as  aforesaid,  or  has 
in  his  possession  any  canceled  stamp,  or  any 
stamp  which  has  been  used,  or  which  pur¬ 
ports  to  have  been  used,  upon  any  cask  or 
package  of  distilled  spirits,  shall  be  deemed 
guilty  of  a  felony,  and  s,hall  be  fined  not  less 
than  $500  nor  more  than  $10,000,  and  im¬ 
prisoned  not  less  than  one  year  nor  more 
than  five  years. 

Sec.  2870,  I.  R.  C.  Prohibited  hours  for 

REMOVAL  OF  SPIRITS. 

No  person  shall  remove  any  distilled  spirits 
at  any  other  time  than  after  sun-rising  and 
before  sun-setting  in  any  cask  or  package 
containing  more  than  ten  gallons  from  any 
premises  or  building  in  which  the  same  may 
have  been  distilled,  redistilled,  rectified,  com¬ 
pounded,  manufactured,  or  stored;  and  every 
person  who  violates  this  provision  shall  be 
liable  to  a  penalty  of  $100  for  each  cask, 
barrel,  or  package  of  spirits  so  removed;  and 
said  spirits,  together  with  any  vessel  con¬ 
taining  the  same,  and  any  horse,  cart,  boat, 
or  other  conveyance  used  in,  the  removal 
thereof,  shall  be  forfeited  to  the  United 
States. 

Sec.  2871,  I.  R.  C.  Regulation  of  traffic 

IN  CONTAINERS  OF  DISTILLED  SPIRITS. 

Whenever  in  his  Judgment  such  action  Is 
necessary  to  protect  the  revenue,  the  Secre¬ 
tary  is  authorized,  by  the  regulations  pre¬ 
scribed  by  him,  and  permits  issued  there¬ 
under  if  required  by  him  (1)  to  regulate  the 
size,  branding,  marking,  sale,  resale,  posses¬ 
sion,  use,  and  re-use  of  containers  (of  a 
capacity  of  less  than  five  wine-gallons)  de¬ 


signed  or  Intended  for  use  for  the  sale  at 
retail  of  distilled  spirits  (within  the  mean¬ 
ing  of  such  term  as  it  is  used  in  section  2803 ) 
for  other  than  Industrial  use,  and  (2)  to  re¬ 
quire,  of  persons  manufacturing,  dealing  in, 
or  using  any  such  containers,  the  submission 
to  such  inspection,  the  keeping  of  such  rec¬ 
ords,  and  the  filing  of  such  reports  as  may 
be  deemed  by  him  reasonably  necessary  in 
connection  therewith.  Whoever  willfully 
violates  the  provisions  of  any  regulation  pre¬ 
scribed,  or  the  terms  or  conditions  of  any 
permit  Issued,  pursuant  to  the  authorization 
contained  in  this  section,  and  any  officer, 
director,  or  agent  of  any  corporation  who 
knowingly  participates  in  such  violation, 
shall,  upon  conviction,  be  fined  not  more 
than  $1,000  or  be  imprisoned  for  not  more 
than  two  years,  or  both;  and,  notwithstand¬ 
ing  any  criminal  conviction,  the  containers 
involved  in  such  violation  shall  be  forfeited 
to  the  United  States,  and  may  be  seized  and 
condemned  by  like  proceedings  as  those  pro¬ 
vided  by  law  for  forfeitures,  seizures,  and 
condemnations  for  violations  of  the  internal- 
revenue  laws,  and  any  such  containers  so 
seized  and  condemned  shall  be  destroyed  and 
not  sold.  Any  requirements  imposed  under 
this  section  shall  be  in  addition  to  any  other 
requirements  Imposed  by,  or  pursuant  to, 
law,  and  shall  apply  as  well  to  persons  not 
liable  for  tax  under  the  internal-revenue 
laws  as  to  persons  so  liable. 

Sec.  2883,  I.  R.  C.  Transfer  of  spirits  at 

REGISTERED  DISTILLERIES. 

(a)  Requirements.  Subject  to  the  pro¬ 
visions  of  existing  law,  spirits  of  one  hun¬ 
dred  and  sixty  degrees  of  proof  or  more  pro¬ 
duced  at  registered  distilleries,  including 
registeretl  fruit  distilleries  (such  registered 
distilleries  and  registered  fruit  distilleries 
being  referred  to  hereafter  as  "distillery”  or 
“distilleries”) ,  may  be  transferred  by  means 
of  pipe  lines  from  receiving  cisterns  in  the 
distillery  direct  to  storage  tanks  In  the  in¬ 
ternal  revenue  bonded  warehouse  located  on 
the  bonded  premises  where  produced  or  lo¬ 
cated  contiguous  thereto,  and  be  warehoused 
^n  such  storage  tanks,  or  they  may  be  with¬ 
drawn  from  the  receiving  cisterns,  without, 
or  after  reduction  in  proof,  into-  approved 
containers  and  transferred  to  any  internal 
revenue  bonded  warehouse  for  storage  there¬ 
in,  or  they  may  be  tax-paid  in  such  approved 
containers  in  the  cistern  rooms  of  distilleries 
without  being  entered  into  an  internal  rev¬ 
enue  bonded  warehouse.  Such  spirits  may 
be  drawn  into  approved  containers  from 
storage  tanks  in  an  Internal  revenue  bonded 
warehouse.  Spirits  of  one  hundred  and  sixty 
degrees  of  proof,  or  more,  may  be  trans¬ 
ferred  in  bond  in  tank  cars  from  cistern 
rooms  of  distilleries  or  from  storage  tanks 
in  an  internal  revenue  bonded  warehouse 
and  be  deposited  in  storage  tanks  In  any 
Internal  revenue  bonded  warehouse.  Such 
spirits  in  tanks  in  internal  revenue  bonded 
warehouses  distilled  at  or  above  one  hun¬ 
dred  and  ninety  degrees  of  proof  may  be 
reduced  to  not  less  than  one  hundred  and 
eleven  degrees  prior  to  being  drawn  into 
packages.  Such  spirits,  upon  tax  payment, 
may  be  withdrawn  in  approved  containers. 
Including  pipe  lines  to  contiguous  premises, 
for  use  for  beverage  purposes  only.  Except 
as  provided  in  subsection  (c)  hereof  and 
section  2916,  such  spirits  may  not  be  with¬ 
drawn  for  denaturation. 

(b)  Transfer  of  fortifying  spirits.  Forti¬ 
fying  spirits  of  one  hundred  and  sixty  degrees 
of  proof  or  more  may  be  transferred  by  pipe 
line  from  registered  fruit  distilleries  and 
receiving  cisterns  in  such  distilleries  to  the 
fortification  rooms  of  contiguous  wineries  or 
to  storage  tanks  in  the  internal  revenue 
bonded  warehouse  located  on  the  distillery 
premises  where  the  spirits  were  produced,  or 
from  such  storage  tanks  to  the  fortification 
rooms  of  contiguous  wineries. 

(c)  Transfer  of  rum  for  denaturation. 
Rum  of  not  less  than  one  hundred  and  fifty 
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degrees  of  proof  may  be  transferred  by  pipe 
line  for  denaturatlon  from  receiving  cisterns 
la  the  cistern  room  of  any  distillery  to  a 
denaturing  bonded  warehorise  on  the  distil¬ 
lery  premises  or  to  storage  tanks  situated  in 
the  Internal  revenue  bonded  warehouse  lo¬ 
cated  on  the  distillery  premises,  or  from 
such  storage  tanks  to  a  denaturing  bonded 
warehouse  on  the  distillery  premises. 

(d)  Transfer  of  gin.  Gin  of  any  proof 
may  be  transferred  in  bond  by  means  of  pipe 
lines  from  receiving  cisterns  In  distilleries 
direct  to  storage  tanks  in  the  Internal  reve¬ 
nue  bonded  warehouse  located  on  the  bonded 
premises  where  produced,  or  located  con¬ 
tiguous  thereto,  and  be  warehoused  in  such 
storage  tanks.  Such  gin  may,  upon  tax  pay¬ 
ment,  be  transferred  by  pipe  line  to  a  con¬ 
tiguous  tax-paid  bottling  house  or  rectifying 
plant. 

(e)  Redistillation  of  spirits.  Distilled 
spirits  of  any  proof  may  be  transferred  from 
a  distillery  or  an  Internal  revenue  bonded 
warehouse  to  any  distillery  for  redistillation 
upon  a  showing  of  the  need  therefor:  Pro¬ 
vided,  That  only  spirits  of  one  hundred  and 
sixty  degrees  of  proof  or  more  may  be  trans¬ 
ferred  by  pipe  line  to  a  distillery  for  redistil¬ 
lation  from  storage  tanks  In  an  Internal 
revenue  bonded  warehouse  located  on  such 
distillery  premises  or  located  contiguous 
thereto :  Provided  further.  That  spirits  of  any 
proof  may  be  transferred  by  pipe  line  for 
redlstlllatlon  from  receiving  tanks  in  a  dis¬ 
tillery  to  a  contiguous  distillery.  Upon  re¬ 
moval  of  distilled  spirits  to  any  distillery  for 
redlstlUation,  the  consignee  distiller  shall 
assume  the  liability  for  the  payment  of  the 
tax  on  the  spirits  from  the  time  they  leave 
tbe  Internal  revenue  bonded  waretiouse  or 
distillery,  and  the  tax  liability  on  the  pro¬ 
ducing  distiller  or  the  Internal  revenue 
bonded  warehouseman,  and  the  liens  on  the 
premises  of  the  producing  distiller  shall 
cease,  and  the  tax  and  liens  shall  basome 
the  liability  of  the  consignee  distiller:  Pro¬ 
vided  further.  That  upon  redistillation  the 
redistilled  spirits  shall  be  treated  the  same 
as  If  the  spirits  had  been  originally  produceC^ 
by  the  redlstlller  and  all  prior  obligations  as 
to  taxes  and  liens  shall  be  superseded.  Sec¬ 
tions  2800  (a)  (5)  and  3250  (f)  (1)  shall  not 
apply  to  the  redlstlllatlon  of  spirits  removed 
under  the  provisions  of  this  section. 

(f)  Regulations.  The  Commissioner,  with 
the  approval  of  the  Secretary,  is  hereby  em¬ 
powered  to  prescribe  all  necessary  regulations 
relating  to  the  drawing  of,  transferring,  gag¬ 
ing,  storing,  redistillation,  and  transporta¬ 
tion  of  the  spirits;  the  records  to  be  kept  and 
returns  to  be  made:  the  size  and  kind  of 
.containers  to  be  used:  the  marking,  brand¬ 
ing,  numbering,  and  stamping  of  such  con¬ 
tainers;  and  the  kind  of  bond  and  the  penal 
sum  thereof. 

(g)  Effect  on  other  laws.  Nothing  con¬ 
tained  in  this  section  shall  be  construed  as 
restricting  or  limiting  the  provisions  of  other 
sections  of  the  internal-revenue  laws  relat¬ 
ing  to  Internal  revenue  bonded  warehouses, 
distilleries,  and  bonded  wineries. 

(h)  Transfer  of  duties.  For  transfer  of 
powers  and  duties  of  Commissioner  and  his 
agents,  see  section  3170. 

Sec.  2912,  I.  R.  C.  Forfeiture  of  spirits 

UNEAWrULLT  REMOVED  FROM  DISTILLERY  OR 
WAREHOUSE. 

All  distilled  spirits  found  elsewhere  than 
In  a  distillery  or  Internal  revenue  bonded 
warehouse,  not  having  been  removed  there¬ 
from  according  to  law,  shall  be  forfeited  to 
the  United  States. 

Sec.  3170,  I.  R.  C.  Transfer  and  delega¬ 
tion  OF  POWERS. 

The  Secretary  Is  authorized  to  confer  and 
Impose  upon  the  Commissioner  and  any  of 
his  assistants,  agents,  (X-  employees,  and 
upon  any  other  officer,  employee,  or  agent  of 
the  Treasury  Department,  any  of  the  rights, 
privileges,  power,  duties,  and  protection  con¬ 
ferred  or  Imposed  upon  the  Secretary,  or  any 


officer  or  employee  of  the  Treasury  Depart¬ 
ment.  by  any  law  now  or  hereafter  in  force 
relating  to  the  taxation,  exportation,  trans¬ 
portation,  manufacture,  possession,  or  use  of, 
or  traffic  in,  distilled  spirits,  wine,  fermented 
liquors,  or  denatured  alcohol. 

Sec.  3173,  I.  R.  C.  Penalties  and  for¬ 
feitures. 

(a)  Removal  or  transportation  of  liquors 
or  wines  under  improper  brands!  Whenever 
any  person  ships,  transports,  or  removes  any 
spirituous  or  fermented  liquors  or  wines,  un¬ 
der  any  other  than  the  proper  name  or 
brand  known  to  the  trade  as  designating  the 
kind  and  quality  of  the  contents  of  the  casks 
or  packages  containing  the  same,  or  causes 
.  such  act  to  be  done,  he  shall  forfeit  said 
liquors  or  wines,  and  casks  or  packages,  and 
be  subject  to  pay  a  fine  of  $500. 

•  •  •  •  • 

8ec.  3176,  I.  R.  C.  Rules  and  regulations. 

(a)  Power  of  Commissioner.  The  Com¬ 
missioner,  with  the  approval  of  the  Secre¬ 
tary,  shall  prescribe  and  publish  all  needful 
rules  and  regulations  for  the  enforcement 
of  this  chapter. 

(b)  Transfer  of  duties.  For  transfer  of 
powers  and  duties  of  Commissioner  and  his 
agent,  see  section  3170. 

Sec.  3179,  I.  R.  C.  Exemption  and  draw¬ 
back  IN  CASE  OF  exportation 

•  •  •  •  • 

(b)  Drawback.  Upon  the  exportation  of 
distilled  spirits  and  wines  manufactured  or 
produced  in  the  United  States  on  which  an 
Internal -revenue  tax  has  been  paid,  and 
which  are  contained  in  any  cask  or  package 
or  In  bottles  packed  In  cases  or  other  con¬ 
tainers,  there  shall  be  allowed,  under  regu¬ 
lations  to  be  prescribed  by  the  Commissioner, 
with  the  approval  of  the  Secretary,  a  draw¬ 
back  equal  in  amount  to  the  tax  found  to 
have  been  paid  on  such  distilled  spirits  and 
wines:  Provided,  That  such  distilled  spirits 
and  wines  have  been  packaged  or  bottled 
especially  for  export,  under  regulations  pre¬ 
scribed  by  the  Commissioner,  with  the  ap¬ 
proval  of  the  Secretary.  The  Commissioner, 
with  the  approval  of  the  Secretary,  is  author¬ 
ized  to  prescribe  regulations  governing  the 
determination  and  payment  of  drawback  of 
internal-revenue  tax  on  domestic  distilled 
spirits  and  wines,  including  the  requirement 
of  such  notices,  bonds,  bills  of  lading,  and 
other  evidence  of  payment  of  tax  and  expor¬ 
tation  as  shall  be  deemed  necessary. 

Sec.  3250,  I.  R.  C.  Tax. 

(а)  Wholesale  dealers  in  liquors — (1)  In 
general.  Wholesale  dealers  In  liquors  shall 
pay  a  special  tax  of  $110. 

(2)  Wholesale  dealers  in  liquors  dealing 
in  wines  or  wines  and  malt  liquors.  For  the 
designation  of  wholesale  dealers  in  liquors 
as  wholesale  dealers  in  wines  or  wholesale 
dealers  in  wines  and  malt  liquors,  and  the 
issuance  of  the  appropriate  special  tax 
stamps,  see  section  3254  (b). 

(3)  Retailers  selling  at  wholesale.  Except 
as  provided  in  section  3254  (c)  (2),  a  quali¬ 
fied  retail  dealer  in  liquors  may  not  sell  dis¬ 
tilled  spirits,  wines,  or  malt  liquors  in  quan¬ 
tities  of  five  wine-gallons  or  more  to  the 
same  person  at  the  same  time  without  incur¬ 
ring  liability  to  special  tax  as  a  wholesale 
dealer  in  liquors. 

(4)  Distillers  selling  at  wholesale.  No  dis¬ 
tiller  who  has  given  the  required  bond  and 
who  sells  only  distilled  spirits  of  his  own 
production  at  the  place  of  manufacture,  or 
at  the  place  of  storage  in  bond,  in  the  original 
packages  to  which  the  tax-paid  stamps  are 
affixed,  shall  be  required  to  pay  the  special 
tax  of  a  wholesale  dealer  In  liquors  on  ac¬ 
count  of  such  sales. 

(5)  Retail  dealers  in  liquidation.  For  ex¬ 
emption  of  retailers  liquidating  entire  stock 
from  payment  of  special  tax  as  wholesalers, 
see  section  3251  (c). 

(б)  Creditors,  fiduciaries,  offioers  of  court, 
and  partners.  For  exemption  of  creditors, 
fiduciaries,  officers  of  court,  and  partners 


• 

from  the  payment  of  any  special  tax  by  rea¬ 
son  of  casual  sales,  see  section  3251  (a)  and 
(b). 

(b)  Retail  dealers  in  liquors — (1)  In  gen¬ 
eral.  Except  as  provided  in  paragraph  (3) 
of  subsection  (e),  retail  dealers  in  liquors 
shall  pay  a  special  tax  of  $27.50. 

(2)  Retail  drug  stores  or  pharmacies.  The 
tax  required  to  be  paid  by  paragraph  (1) 
shall,  in  the  case  of  a  retail  drug  store  or 
pharmacy  making  sales  of  liquors  through 
a  duly  licensed  pharmacist,  be  designated  as 
a  “medicinal  spirits  stamp  tax.” 

(3)  Retail  dealers  in  liquors  dealing  in 
wines  or  wines  and  malt  liquors.  For  the 
designation  of  retail  dealers  in  liquors  as 
retail  dealers  in  wines  and  malt  liquors,  and 
the  issuance  of  appropriate  special  tax 
stamps,  see  section  3254  (c)  (1). 

(4)  Wholesalers  selling  at  retail.  A  quali¬ 
fied  w’holesale  dealer  in  liquors  may  not  sell 
distilled  spirits,  wines,  or  malt  liquors  in 
quantities  of  less  than  five  wine  gallons  with¬ 
out  incurring  liability  to  special  tax  as  a 
retail  dealer  in  liquors. 

(5)  Creditors,  fiduciaries,  officers  of  court, 
and  partners.  For  exemption  of  creditors, 
fiduciaries,  officers  of  court,  and  partners 
from  the  payment  of  any  special  tax  by 
reason  of  casual  sales,  see  section  3251  (a) 
and  (b). 

Sec.  3254,  I.  R.  C.  Definitions, 

•  •  •  •  * 

(b)  Wholesale  dealer  in  liquors.  Except  as 
otherwise  provided,  every  person  who  sells, 
or  offers  for  sale,  foreign  or  domestic  dis¬ 
tilled  spirits,  wines,  or  malt  liquors  in  quan¬ 
tities  of  five  wine-gallons  or  more  to  the 
same  person  at  the  same  time,  shall  be  re¬ 
garded  as  a  wholesale  dealer  In  liquors: 
Provided,  That  the  Commissioner  may,  by 
regulations,  with  the  approval  of  the  Sec¬ 
retary,  provide  for  the  issuance  of  a  stamp 
denoting  payment  of  such  special  tax  as  a 
“wholesale  dealer  in  wines”  or  a  “wholesale 
dealer  in  wines  and  malt  liquors”  if,  as  the 
case  may  be,  wines  only,  or  wines  and  malt 
liquors  only,  are  sold  by  a  wholesale  dealer 
in  liquors. 

(c)  Retail  dealer  in  liquors.  Except  as 
otherwise  provided,  (1)  every  person  who 
sells,  or  offers  for  sale,  foreign  or  domestic 
distilled  spirits,  wines,  or  malt  liquors  In 
less  quantities  than  five  wine-gallons  to  the 
same  pierson  at  the  same  time,  shall  be  re¬ 
garded  as  a  retail  dealer  in  liquors:  Provided, 
That  the  Commissioner  may,  by  regulations, 
W'ith  the  approval  of  the  Secretary,  provide 
for  issuance  of  a  stamp  denoting  payment 
of  such  special  tax  as  a  “retail  dealer  in 
wines”  or  a  “retail  dealer  in  wines  and  malt 
liquors”  If,  as  the  case  may  be,  wines  only, 
or  wines  and  malt  liquors  only,  are  sold  by 
a  retail  dealer  in  liquors. 

(2)  No  retail  dealer  in  liquors  shall  be  held 
to  be  a  wholesale  dealer  in  liquors  solely  by 
reason  of  sales  of  five  wine-gallons  or  more 
to  the  same  person  at  the  same  time  if  such 
sales  are  for  Immediate  consumption  on  the 
premises  where  sold. 

*  *  •  •  • 

(g)  Rectifier.  Every  person  who  rectifies, 
purifies,  or  refines  distilled  spirits  or  wines  by 
any  process  other  than  by  original  and  con¬ 
tinuous  distillation  from  mash,  wort,  or  wash, 
through  continuous  closed  vessels  and  pipes, 
until  the  manufacture  thereof  is  complete, 
and  every  wholesale  or  retail  liquor  dealer 
W'ho  has  in  jiis  possession  any  still  or  leach 
tub,  or  who  keeps  any  other  apparatus  for  the 
purpose  of  refining  in  any  manner  distilled 
spirits,  and  every  person  who,  without  rectify¬ 
ing,  purifying,  or  refining  distilled  spirits, 
shall,  by  mixing  such  spirits,  wine,  or  other 
liquor  with  any  material,  manufacture  any 
spurious,  imitation,  or  compound  liquors  for 
sale,  under  the  name  of  whisky,  brandy,  gin, 
rum.  wine,  spirits,  cordials,  or  wine  bitters, 
or  any  other  name,  shall  be  regarded  as  a 
rectifier,  and  as  being  engaged  in  the  business 
of  rectifying:  Provided,  That  nothing  In  this 
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subsection  or  section  3250  (f)  (1)  shall  be 
held  to  prohibit  the  purifying  or  refining  of 
spirits  In  the  course  of  original  and  continu¬ 
ous  distillation  through  any  material  which 
will  not  remain  Incorporated  with  such  spirits 
when  the  manufacture  thereof  Is  complete. 

•  *  *  •  * 

Sec.  3270,  I.  R.  C.  Registration. 

(a)  Requirements.  Every  person  engaged 
In  any  trade  or  business  on  which  a  special 
tax  is  Imposed  by  law  shall  register  with  the 
collector  of  the  district  his  name  or  style, 
place  of  residence,  trade  or  business,  and  the 
place  where  such  trade  or  business  is  to  be 
carried  on.  In  case  of  a  firm  or  company,  the 
names  of  the  several  persons  constituting  the 
same,  and  the  places  of  residence,  shall  be  so 
registered. 

(b)  Cross  references.  For  registration  In 
case  of  narcotics,  marihuana,  and  firearms, 
see  sections  3221,  3231,  and  3261,  respectively. 
For  transfer  of  powers  and  duties  of  Com¬ 
missioner  and  his  agents  in  case  of  liquor 
see  section  3170. 

Sec.  3271,  I.  R.  C.  Payment  of  tax. 

(a)  Condition  precedent  to  doing  business. 
No  person  shall  be  engaged  In  or  carry  on 
any  trade  or  business  mentioned  In  this  chap¬ 
ter  until  he  has  paid  a  special  tax  therefor 
in  the  manner  provided  In  this  chapter. 

(b)  Due  date.  All  special  taxes  shall  be¬ 
come  due  on  the  1st  day  of  July  In  each  year, 
or  on  commencing  any  trade  or  business  on 
which  such  tax  is  Imposed,  In  the  former 
case  the  tax  shall  be  reckoned  for  one  year, 
and  in  the  latter  case  it  shall  be  reckoned 
proportionately,  irom  the  1st  day  of  the 
month  in  which  the  liability  to  a  special  tax 
commenced,  to  and  including  the  30th  day 
of  June  following. 

(c)  How  paid — (1)  Stamp.  All  special 
taxes  imposed  by  law,  including  the  tax  on 
stills  or  worms,  shall  be  paid  by  stamps  de¬ 
noting  the  tax. 

(2)  Assessment.  For  authority  of  Com¬ 
missioner  to  make  assessments  where  the 
special  taxes  have  not  been  duly  paid  by 
stamp,  at  the  time  and  in  the  manner  pro¬ 
vided  by  law,  see  section  3640. 

Sec.  3272,  I.  R.  C.  Returns. 

(a)  Time  for  filing.  It  shall  be  the  duty 
of  the  special  taxpayers  to  render  their  re¬ 
turns  with  remittances  to  the  collector  at 
such  times  within  the  calendar  month  in 
which  the  special  tax  liability  commenced 
as  shall  enable  him  to  receive  such  returns, 
duly  signed  and  verified,  together  with  the 
remittances,  not  later  than  the  last  day  of 
the  month,  except  in  cases  of  sickness  or 
absence,  as  provided  for  in  section  3634. 

(b)  Transfer  of  dxities.  For  transfer  of 
powers  and  duties  of  Commissioner  and  his 
agents  in  case  of  narcotics  and  liquor,  see 
subchapter  D  of  chapter  23  and  section  3170. 

(c)  Penalties.  For  penalties  imposed  for 
failure  to  file  returns  or  for  making  false 
or  fraudulent  returns,  see  section  3612. 

Sec.  3273,  I.  R.  C.  Stamps. 

(a)  Supply.  Tlie  Commissioner  is  required 
to  procure  appropriate  stamps  for  the  pay¬ 
ment  of  all  special  taxes  imposed  by  law, 
including  the  tax  on  stills  or  worms;  and 
the  provisions  of  section  2802  (a)  and  of 
sections  3300.  3301,  and  3302,  and  all  other 
provisions  of  law  relating  to  the  preparation 
and  issue  of  stamps  for  distilled  spirits,  fer¬ 
mented  liquors,  tobacco,  and  cigars,  shall, 
so  far  as  applicable,  extend  to  and  include 
such  stamps  for  special  taxes;  and  the  Com¬ 
missioner  shall  have  authority  to  make  all 
needful  regulations  relative  thereto. 

(b)  Posting.  Every  person  engaged  in  any 
business,  avocation,  or  employment,  who  is 
thereby  made  liable  to  a  special  tax,  shall 
place  and  keep  conspicuously  in  his  estab¬ 
lishment  or  place  of  business  all  stamps 
denoting  the  payment  of  said  special  tax. 

(c)  Transfer  of  duties.  For  transfer  of 
powers  and  duties  of  Commissioner  and  his 
agents,  see  subchapter  D  of  chapter  23  and 
section  3170. 


Sec.  3274,  I.  R.  C.  Penalties  relating  to 

POSTING  or  SPECIAL  TAX  STAMP. 

Any  person  who  shall,  through  negligence, 
fall  to  place  and  keep  stamps  denoting  the 
payment  of  the  special  tax  as  provided  in 
section  3273  (b)  shall  be  liable  to  a  penalty 
equal  to  the  special  tax  for  which  his  busi¬ 
ness  rendered  him  liable,  and  the  costs  of 
prosecution;  but  in  no  case  shall  said  pen¬ 
alty  be  less  than  $10.  And  where  the  failure 
to  comply  with  the  provisions  of  section 
3273  (b)  shall  be  through  wilful  neglect  or 
refusal,  then  the  penalty  shall  be  double 
the  amount  above  prescribed:  Provided,  That 
nothing  in  this  section  shall  in  any  way 
affect  the  liability  of  any  person  for  .exer¬ 
cising  or  carrying  on  any  trade,  business,  or 
profession,  or  doing  any  act  for  the  exercis¬ 
ing,  carrying  on,  or  doing  of  which  a  special 
tax  is  imposed  by  law,  without  the  payment 
thereof. 

Sec.  3277,  I.  R.  C.  Liability  of  partners. 
Any  number  of  persons  doing  business  in 
copartnership  at  any  one  place  shall  be  re¬ 
quired  to  pay  but  one  special  tax. 

Seo.  3278,  I.  R.  C.  Liability  in  case  of 

BUSINESS  IN  MORE  THAN  ONE  LOCATION. 

The  payment  of  the  special  tax  imposed 
shall  not  exempt  from  an  additional  special 
tax  the  person  carrying  on  a  trade  or  busi¬ 
ness  in  any  other  place  than  that  stated  in 
the  collector’s  register;  but  nothing  herein 
contained  shall  require  a  special  tax  for  the 
storage  of  goods,  wares,  or  merchandise  in 
other  places  than  the  place  of  business,  nor, 
^except  as  provided  in  this  chapter  for  the 
'sale  by  manufacturers  or  producers  of  their 
own  goods,  wares,  and  merchandise,  at  the 
place  of  production  or  manufacture,  and  at 
their  principal  office  or  place  of  business, 
provided  no  goods,  wares,  or  merchandise 
shall  be  kept  except  as  samples  at  said  office 
or  place  of  business. 

Sec.  3279,  I.  R.  '  .  Liability  in  case  of  dif¬ 
ferent  BUSINESSES  OF  SAME  OWNERSHIP  AND 
LOCATION. 

Whenever  more  than  one  of  the  pursuits  or 
occupations  described  in  this  chapter  are 
carried  on  in  the  same  place  by  the  same 
person  at  the  same  time,  except  as  otherwise 
provided  in  this  chapter  the  tax  shall  be  paid 
for  each  according  to  the  rates  severally 
prescribed. 

Sec.  3280,  I.  R.  C.  Liability  in  case  of 

DEATH  OR  CHANGE  OF  LOCATION. 

(a)  Requirements.  When  any  person  W'ho 
has  paid  the  special  tax  for  any  trade  or  busi¬ 
ness  dies,  his  wife  or  child,  or  executors  or 
administrators  or  other  legal  representatives, 
may  occupy  the  house  or  premises,  and  in  like 
manner  carry  on,  for  the  residue  of  the  term 
for  which  the  tax  is  paid,  the  same  trade  or 
business  as  the  deceased  before  carried  on, 
in  the  same  house  and  upon  the  same  prem¬ 
ises,  without  the  payment  of  any  additional 
tax.  And  when  any  person  removes  from  the 
house  or  premises  for  which  any  trade  or 
business  was  taxed  to  any  oth^r  place,  he  may 
carry  on  the  trade  or  business  specified  in 
the  collector’s  register  at  the  place  to  which 
he  removes,  without  the  payment  of  any 
additional  tax:  Provided,  That  all  cases  of 
death,  change,  or  removal,  as  aforesaid,  with 
the  name  of  the  successor  to  any  person 
deceased,  or  of  the  person  making  such 
change  or  removal,  shall  be  registered  wdth 
the  collector,  under  regulations  to  be  pre¬ 
scribed  by  the  Commissioner. 

'  (b)  Registration.  For  registration  in  case 
of  narcotics,  marihuana,  and  firearms,  see 
sections  3221,  3231,  and  3261,  respectively. 

(c)  Transfer  of  duties.  For  transfer  of 
powers  and  duties  of  Commissioner  and  his 
agents,  in  case  of  liquor,  see  section  3170. 

Sec.  3301,  I.  R.  C.  Attachment  and  can¬ 
cellation. 

(a)  General  authority  to  prescribe  methods 
and  instruments.  The  stamps  referred  to  in 
the  preceding  section  shall  be  attached,  pro¬ 
tected,  removed,  canceled,  obliterated,  and 
destroyed,  in  such  manner  and  by  such  in¬ 


struments  or  other  means  as  the  Commis¬ 
sioner,  with  the  approval  of  the  Secretary, 
may  prescribe;  and  he  is  authorized  and  em¬ 
powered  to  make,  with  the  approval  of  the 
Secretary,  all  needful  regulations  relating 
thereto. 

(b)  Cross  references.  For  authority  of  the 
Commissioner  to  prescribe  cancellation  of 
stamps  by  perforation,  see  section  3303. 

For  special  provisions  relating  to  the  at¬ 
tachment,  protection,  cancellation,  and  spe¬ 
cial  issue  of  stamps  in  the  case  of : 

Tobacco  and  snuff,  see  section  2103. 

Cigars  and  cigarettes,  see  section  2112. 
Documents,  other  instruments,  and  play¬ 
ing  cards,  see  sections  1815  and  1816. 
Oleomargarine,  see  section  2313. 

Adulterated  and  process  or  renovated  but¬ 
ter,  see  section  2327  (d). 

Filled  cheese,  see  section  2361. 

Mixed  fiour,  see  section  2388  (a). 

Narcotics  and  marihuana,  see  sections 
2552,  2568,  and  2592. 

White  phosphorus  matches,  see  section 
2659  (a). 

Distilled  spirits,  see  sections  2802  and  2803. 
Fermented  liquors,  see  section  3152. 
Shotguns,  rifles,  and  machine  guns,  see 
section  2731. 

Sec.  3656,  1.  R.  C.  Payment  by  check  and 
MONEY  orders. 

(a)  Certified,  cashiers’,  and  treasurers’ 
checks  and  money  orders — (1)  Authority  to 
receive.  It  shall  be  lawful  for  collectors  to 
receive  for  Internal  revenue  taxes  or  in  pay¬ 
ment  of  stamps  to  be  used  in  payment  of 
internal  revenue  taxes  certified,  cashiers’, 
and  treasurers’  checks  drawn  on  National 
and  State  banks  and  trust  companies,  and 
United  States  postal,  bank,  express,  and 
telegraph  money  orders,  during  such  time 
and  under  such  regulations  as  the  Commis¬ 
sioner,  with  the  approval  of  the  Secretary, 
may  prescribe. 

(2)  Discharge  of  liability — (A)  Check 
duly  paid.  No  person  who  may  be  indebted 
to  the  United  States  on  account  of  internal 
revenue  taxes  or  stamps  used  or  to  be  used 
in  payment  of  Internal  revenue  taxes  who 
shall  have  tendered  a  certified,  cashier’s,  or 
treasurer’s  check  or  money  order  as  pro¬ 
visional  payment  therefor,  in  accordance 
with  the  terms  of  this  subsection,  shall  be 
released  from  the  obligation  to  make  ulti¬ 
mate  payment  thereof  until  such  certified, 
cashier’s,  or  treasurer’s  check  or  money 
order  so  received  has  been  duly  paid. 

(B)  Check  unpaid.  If  any  such  check  or 
money  order  so  received  is  not  duly  paid, 
the  United  States  shall,  in  addition  to  its 
right  to  exact  payment  from  the  party 
originally  indebted  therefor,  have  a  lien  for 
the  amount  of  such  check  upon  all  the 
assets  of  the  bank  on  which  drawn  or  for 
the  amount  of  such  money  order  upon  all 
the  assets  of  the  issuer  thereof;  and  such 
amount  shall  be  paid  out  of  its  assets  in 
preference  to  any  or  all  other  claims  what¬ 
soever  against  said  bank  or  issuer  except 
the  necessary  costs  and  expenses  of  adminis¬ 
tration  and  the  reimbursement  of  the 
United  States  for  the  amount  expended  in 
the  redemption  of  the  circulating  notes  of 
such  bank. 

(b)  Other  checks — (1)  Axithority  to  re¬ 
ceive.  Collectors  may  receive  checks  in 
addition  to  those  specified  in  subsection  (a) 
in  payment  of  taxes  other  than  those  pay¬ 
able  by  stamp  during  such  time  and  under 
such  rules  and  regulations  as  the  Commis¬ 
sioner,  with  the  approval  of  the  Secretary, 
shall  prescribe. 

(2)  Ultimate  liability.  If  a  check  so  re¬ 
ceived  is  not  paid  by  the  bank  on  which  it 
is  drawn  the  person  by  whom  such  check 
has  been  tendered  shall  remain  liable  for 
the  payment  of  the  tax  and  for  all  legal 
penalties  and  additions  to  the  same  extent 
as  if  such  check  had  not  been  tendered. 

Sec.  3809,  I.  R.  C.  Verification  of  re¬ 
turns;  penalties  of  perjury. 
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(a)  Penalties.  Any  person  who  willfully 
makes  and  subscribes  any  return,  statement, 
or  other  document,  which  contains  or  is 
verified  by  a  written  declaration  that  it  is 
made  under  the  penalties  of  perjury,  and 
which  he  does  not  believe  to  be  true  and 
correct  as  to  every  material  matter,  shall  be 
guilty  of  a  felony,  and.  upon  conviction 
thereof,  shall  be  fined  not  more  than  $2,000 
or  Imprisoned  not  more  than  five  years,  or 
both. 

(b)  Signature  presumed  correct.  The  fact 
that  an  Individual’s  name  is  signed  to  a 
return,  statement,  or  other  doctiment  filed 
shall  be  prlma  facie  evidence  for  all  pur¬ 
poses  that  -the  retturn,  statement,  or  other 
document  was  actrially  signed  by  him. 

(c)  Verification  in  lieu  of  oath.  The  Com¬ 
missioner,  under  regulations  prescribed  by 
him  with  the  approval  of  the  Secretary,  may 
require  that  any  return,  statement,  or  other 
document  required  to  be  filed  under  any 
provision  of  the  internal  revenue  laws  shall 
contain  or  be  verified  by  a  written  declara¬ 
tion  that  it  is  made  under  the  pensdties  of 
perjury,  and  such  declaration  shall  be  in 
lieu  of  any  oath  otherwise  required. 

Sec.  4041,  I.  R.  C.  Issxte  of  instructions, 

BECUUITIONS,  AND  FORMS. 

(a)  In  general.  The  Secretary  shall  pre¬ 
scribe  fcams  ot  entries,  oaths,  bonds,  and 
other  papers,  and  rules  and  regulations,  not 
inconsistent  with  law,  to  be  used  under  and 
in  the  execution  and  enforcement  of  the 
various  provisions  of  the  Internal  revenue 
laws;  and  he  shall  give  such  directions  to 
collectors  and  prescribe  such  rules  and 
forms  to  be  observed  by  them  as  may  be 
necessary  for  the  proper  execution  of  the 
law. 

(b)  Receipt  of  United  States  securities. 
For  authority  of  the  Secretary  to  issue  in¬ 
structions  and  regulations  governing  the  re¬ 
ceipt  by  collectors  and  others  of  United 
States  securities,  see  R.  S.  251  (U.  8.  C., 
Title  31,  sec.  427). 

Secretary  To  Prescribe  Regulations  for 
Government  or  Department 

Sec.  161,  R.  S.  (6  U.  S.  C.  22).  The  head 
of  each  department  is  authorized  to  pre¬ 
scribe  regulations,  not  inconsistent  with 
law,  for  the  government  of  his  department, 
the  conduct  of  Its  officers  and  clerks,  the 
distribution  and  performance  of  its  busi¬ 
ness,  and  the  custody,  use,  and  preservation 
of  the  records,  papers  and  property  apper¬ 
taining  to  it. 

Sec.  3,  49  Stat.  978  (27  U.  S.  C.  203).  Un¬ 
lawful  businesses  without  pi^mit.  In  order 
effectively  to  regulate  Interstate  and  foreign 
commerce  in  distilled  spirits,  wine,  and  malt 
beverages,  to  enforce  the  twenty-first  amend¬ 
ment,  and  to  protect  the  revenue  and 
enforce  the  ptistal  laws  with  respect  to  dis¬ 
tilled  spirits,  wine,  and  malt  beverages; 

(a)  It  shall  be  unlawful,  except  pursuant 
to  a  basic  permit  issued  under  this  Act  by 
the  Secretary  of  the  Treasury — 

(1)  to  engage  in  the  business  of  import¬ 
ing  into  the  United  States  distilled  spirits, 
wine,  or  malt  beverages;  or 

(2)  for  any  person  so  engaged  to  sell,  offer 
or  deliver  for  sale,  contract  to  sell,  or  ship, 
in  Interstate  or  foreign  commerce,  directly 
or  Indirectly  or  through  an  affiliate,  dis¬ 
tilled  spirits,  wine,  or  malt  beverages  so  im¬ 
ported. 

(b)  It  shall  be  unlawful,  except  pursuant 
to  a  basic  permit  Issued  under  this  Act  by 
the  Secretary  of  the  Treasury — 

(1)  To  engage  *n  the  business  of  distilling 
distilled  spirits,  producing  wine,  rectifying 
or  blending  distilled  spirits  or  wine,  or  bot¬ 
tling,  or  warehousing  and  bottling,  distilled 
spirits;  or 

(2)  For  any  person  so  engaged  to  sell, 
offer  or  deliver  for  sale,  contract  to  sell,  or 
ship,  in  interstate  or  foreign  commerce,  di¬ 
rectly  or  indirectly  or  through  an  affiliate, 
distilled  spirits  or  wine  so  distilled,  pro¬ 


duced,  rectified,  blended,  or  bottled,  ot  ware¬ 
housed  and  bottled. 

(c)  It  shall  be  unlawful,  except  pursuant 
to  a  basic  permit  issued  under  this  Act  by 
the  Secretary  of  the  Treasury — 

(1)  To  engage  in  the  business  of  pur¬ 
chasing  for  resale  at  wholesale  distilled 
spirits,  wine,  or  malt  beverages;  or 

(2)  For  any  person  so  engaged  to  receive 
or  to  sell,  offer  or  deliver  for  sale,  contract 
to  sell,  or  ship,  in  Interstate  or  foreign  com¬ 
merce,  directly  or  Indirectly  or  through  an 
affiliate,  distilled  spirits,  wine,  or  malt  bever¬ 
ages  so  purchased. 

This  section  shall  not  apply  to  any  agency 
of  a  State  or  political  subdivision  thereof  or 
any  officer  or  employee  of  any  such  agency, 
and  no  such  agency  or  officer  or  employee 
shall  be  required  to  obtain  a  basic  permit 
under  this  Act. 

Sec.  5,  49  Stat.  981  (27  U.  S.  C.  206).  Un¬ 
fair  competition  and  unlawful  practices. 

It  shall  be  unlawful  for  any  person  engaged 
in  business  as  a  distiller,  brewer,  rectifier, 
blender,  or  other  producer,  or  as  an  Importer 
or  wholesaler,  of  distilled  spirits,  wine,  or 
malt  beverages,  or  as  a  bottler,  or  warehouse¬ 
man  and  bottler,  of  distilled  spirits,  directly 
or  Indirectly  or  through  an  affiliate: 

(a)  Exclusive  outlet.  To  require,  by  agree¬ 
ment  or  otherwise,  that  any  retailer  engaged 
in  the  sale  of  distilled  spirits,  wine,  or  malt 
beverages,  purchase  any  such  products  from 
such  person  to  the  exclusion  in  whole  or  in 
part  of  distilled  spirits,  wine,  or  malt  bev-_ 
erages  sold  or  offered  fOT  sale  by  other  per-* 
sons  in  interstate  or  foreign  commerce,  if 
such  requirement  is  made  in  the  course  of 
interstate  or  foreign  commerce,  or  if  such 
person  engages  in  such  practice  to  such  an 
extent  as  substantially  to  restrain  or  prevent 
transactions  in  interstate  or  foreign  com¬ 
merce  in  any  such  products,  or  if  the  direct 
effect  of  such  requirement  is  to  prevent,  de¬ 
ter,  hinder,  or  restrict  other  persons  from 
selling  or  offering  for  sale  any  such  products 
to  such  retailer  in  Interstate  or  foreign 
commerce:  or 

(b)  “Tied  house’’.  To  Induce  through  any 
of  the  following  means,  any  retailer,  engaged 
in  the  sale  of  distilled  spirits,  wine,  or  malt 
beverages,  to  purchase  any  such  products 
from  such  person  to  the  exclusion  in  whole 
or  in  part  of  distilled  spirits,  wine,  or  malt 
beverages  sold  or  offered  for  ivUe  by  other 
persons  in  interstate  or  foreign  commerce,  if 
such  inducement  is  made  in  the  course  of 
Interstate  or  foreign  commerce,  or  if  such 
person  engages  in  the  practice  of  using  such 
means,  or  any  of  them,  to  such  an  extent  as 
substantially  to  restrain  or  prevent  trans¬ 
actions  in  interstate  or  foreign  commerce  in 
any  such  products,  or  if  the  direct  effect  of 
such  Inducement  is  to  prevent,  deter,  hinder, 
or  restrict  other  persons  from  selling  or  offer¬ 
ing  for  sale  any  such  products  to  such  retailer 
in  interstate  or  foreign  commerce:  (1)  By 
acquiring  or  hblding  (after  the  expiration  of 
any  existing  license)  any  interest  in  any 
license  with  respect  to  the  premises  of  the 
retailer;  or  (2)  by  acquiring  any  Interest  in 
real  or  personal  property  owned,  occupied, 
or  used  by  the  retailer  in  the  conduct  of  his 
business;  or  (3)  by  furnishing,  giving,  rent¬ 
ing,  lending,  or  selling  to  the  retailer,  any 
equipment,  fixtures,  signs,  supplies,  mouey, 
services,  or  other  thing  of  value  subject  to 
such  exceptions  as  the  Secretary  of  the  Treas¬ 
ury  shall  by  regulation  prescribe,  having  due 
regard  for  public  health,  the  quantity  and 
value  of  articles  Involved,  established  trade 
customs  not  contrary  to  the  public  Interest 
and  the  purposes  of  this  subsection;  or  (4) 
by  paying  or  crediting  the  retailer  for  any 
advertising,  display,  or  distribution  service; 
or  (6)  by  guaranteeing  any  loan  or  the  repay¬ 
ment  of  any  financial  obligation  of  the  re¬ 
tailer;  or  (6)  by  extending  to  the  retailer 
credit  for  a  period  in  excess  of  the  credit 
period  usual  and  customary  to  the  Industry 
for  the  particular  class  of  transactions,  as 
ascertained  by  the  Secretary  of  the  Treasury 


and  paescribed  by  regulations  by  him;  or  (7) 
by  requiring  the  retailer  to  take  and  dispose 
of  a  certain  quota  of  any  of  such  products; 
or 

(c)  Commercial  bribery.  To  Induce 
through  any  of  the  following  means,  any 
trade  buyer  engaged  in  the  sale  of  distilled 
spirits,  wine,  or  malt  beverages,  to  purchase 
any  such  products  from  such  person  to  the 
exclusion  in  whole  or  in  part  of  distilled 
spirits,  wine,  or  malt  beverages  sold  or  offered 
for  sale  by  other  persons  in  Interstate  or 
foreign  commerce,  if  such  Inducement  is 
made  in  the  course  of  interstate  or  foreign 
commerce,  or  if  such  person  engages  in  the 
practice  of  using  such  means,  or  any  of 
them,  to  such  an  extent  as  substantially  to 
restrain  or  prevent  transactions  in  inter¬ 
state  or  foreign  commerce  in  any  such  prod¬ 
ucts,  or  if  the  direct  effect  of  such  induce¬ 
ment  is  to  prevent,  deter,  hinder,  or  restrict 
other  persons  from  selling  or  offering  for 
sale  any  such  products  to  such  trade  buyer 
in  Interstate  at  foreign  commerce: 

(1)  By  commercial  bribery;  or  (2)  by  offer¬ 
ing  or  giving  any  bonus,  premium,  or  com¬ 
pensation  to  any  officer,  or  employee,  or 
representative  of  the  trade  buyer;  or 

(d)  Consignment  sales.  To  sell,  offer  for 
sale,  or  contract  to  sell  to  any  trade  buyer 
engaged  in  the  sale  of  distilled  spirits,  wine, 
or  malt  beverages,  or  for  any  such  trade  buyer 
to  purchase,  offer  to  purchase,  or  contract 
to  purchase,  any  such  products  on  consign¬ 
ment  or  under  conditional  sale  or  with  the 
privilege  of  return  or  on  any  basis  otherwise 
than  a  bona  fide  sale,  or  where  any  part  of 
such  transaction  Involves,  directly  or  in¬ 
directly,  the  acquisition  by  such  person  from 
the  trade  buyer  ch:  his  agreement  to  acquire 
from  the  trade  buyer  other  distilled  spirits, 
wine,  or  malt  beverages — if  such  sale,  pur¬ 
chase.  offer,  or  contract  is  made  in  the  course 
of  interstate  or  foreign  commerce,  or  if  such 
person  or  trade  buyer  engages  in  such  prac¬ 
tice  to  such  an  extent  as  substantially  to 
restrain  cm*  prevent  transactions  in  inter¬ 
state  or  fqrelgn  commerce  in  any  such  prod¬ 
ucts,  or  if  the  direct  effect  of  such  sale,  pur¬ 
chase,  offer,  or  contract  is  to  prevent,  deter, 
hinder,  or  restrict  other  persons  from  selling 
or  offering  for  sale  any  such  products  to  such 
trade  buyer  in  Interstate  or  foreign  com¬ 
merce:  Prorided,  That  this  subsection  shall 
not  apply  to  transactions  Involving  solely 
the  bona  fide  return  of  merchandise  for 
ordinary  and  usual  commercial  reasons  aris¬ 
ing  after  the  merchandise  has  been  sold:  or 

(e)  Labeling.  To  sell  or  ship  or  deliver 
for  sale  or  shipment,  or  otherwise  introduce 
in  Interstate  or  foreign  commerce,  or  to 
receive  therein,  or  to  remove  from  customs 
custody  for  consumption,  any  distilled 
spirits,  wine,  or  malt  beverages  in  bottles, 
unless  such  products  are  bottled,  packaged, 
and  labeled  in  conformity  with  such  regu¬ 
lations,  to  be  prescribed  by  the  Scjcretary 
of  the  Treasury,  with  respect  to  packaging, 
marking,  branding,  and  labeling  and  size  and 
fill  of  container  (1)  as  will  prohibit  decep¬ 
tion  of  the  consumer  with  respect  to  such 
products  or  the  quantity  thereof  and  as 
will  prohibit,  irrespective  of  falsity,  such 
statements  relating  to  age,  manufacturing 
processes,  analyses,  guarantees,  and  scien¬ 
tific  or  irrelevant  matters  as  the  Secretary 
of  the  Treasury  finds  to  be  likely  to  mislead 
the  consumer;  (2)  as  will  provide  the  con¬ 
sumer  with  adequate  information  as  to  the 
identity  and  quality  of  the  products,  the 
alcoholic  content  thereof  (e.xcept  that  state¬ 
ments  of,  or  statements  likely  to  be  con¬ 
sidered  as  statements  of.  alcoholic  content 
of  malt  beverages  are  hereby  prohibited 
unless  required  by  State  law  and  except  that, 
in  case  of  wines,  statements  of  alcoholic 
content  shall  be  required  only  for  wines  con- 
talhlng  more  than  14  jjer  centum  of  alcohol 
by  volume),  the  net  contents  of  the  package, 
and  the  manufacturer  or  bottler  or  importer 
of  the  product:  (3)  as  will  require  an  ac¬ 
curate  statement,  in  the  case  of  distilled 


Wednesday,  April  26,  1950 


FEDERAL  REGISTER 


2347 


spirits  (other  than  cordials,  liqueurs,  and 
specialties)  produced  by  blending  or  recti¬ 
fication,  if  neutral  spirits  have  been  used 
in  the  production  thereof,  informing  the 
consumer  of  the  percentage  of  neutral  spirits 
so  used  and  of  the  name  of  the  commodity 
from  which  such  neutral  spirits  have  been 
distilled,  or  in  case  of  neutral  spirits  or  of 
gin  produced  by  a  process  of  continuous  dis¬ 
tillation,  the  name  of  the  commodity  from 
which  distilled:  (4)  as  will  prohibit  state¬ 
ments  on  the  label  that  are  disparaging  of 
a  competitor’s  products  or  are  false,  mis¬ 
leading,  obscene,  or  Indecent;  and  (5)  as 
will  prevent  deception  of  the  consumer  by 
use  of  a  trade  or  brand  name  that  is  the 
name  of  any  living  Individual  of  public 
prominence,  or  existing  private  or  public 
organization,  or  is  a  name  that  is  in  simula¬ 
tion  or  is  an  abbreviation  thereof,  and  as 
will  prevent  the  use  of  a  graphic,  pictorial, 
or  emblematic  representation  of  any  such 
individual  or  organization,  if  the  use  of 
such  name  or  representation  is  likely  falsely 
to  lead  the  consumer  to  believe  that  the 
product  has  been  Indorsed,  made,  or  used 
by,  or  produced  for,  or  under  the  supervision 
of,  or  in  accordance  with  the  specifications 
of,  such  individual  or  organization:  Pro¬ 
vided,  That  this  clause  shall  not  apply  to 
the  use  of  the  name  of  any  person  engaged 
in  business  as  a  distiller,  brewer,  rectifier, 
blender,  or  other  producer,  or  as  an  importer, 
wholesaler,  retailer,  bottler,  or  warehouse¬ 
man,  of  distilled  spirits,  wine,  or  malt  bev¬ 
erages,  nor  to  the  use  by  any  person  of  a 
trade  or  brand  name  used  by  him  or  his 
predecessor  in  Interest  prior  to  the  date  of 
the  enactment  of  this  Act:  Including  regu¬ 
lations  requiring,  at  time  of  release  from 
customs '  custody,  certificates  issued  by 
foreign  governments  covering  origin,  age, 
and  identity  of  imported  products:  Provided 
further.  That  nothing  herein  nor  any  deci¬ 
sion,  ruling,  or  regulation  of  any  Depart¬ 
ment  of  the  Government  shall  deny  the  right 
of  any  person  to  use  any  trade  name  or  brand 
of  foreign  origin  not  presently  effectively 
registered  in  the  United  States  Patent  O.fice 
which  has  been  used  by  such  person  or  pred¬ 
ecessors  in  the  United  States  for  a  period 
of  at  least  five  years  last  past,  if  the  use  of 
such  name  or  brand  is  qualified  by  the  name 
of  the  locality  in  the  United  States  in  w’hich 
the  product  is  produced,  and,  in  the  case 
of  the  use  of  such  name  or  brand  on  any 
label  or  in  any  advertisement,  if  such  quali¬ 
fication  is  as  conspicuous  as  such  name  or 
brand. 

It  shall  be  unlawful  for  any  person  to  al¬ 
ter,  mutilate,  destroy,  obliterate,  or  remove 
any  mark,  brand,  or  label  upon  distilled 
spirits,  wine,  or  malt  beverages  held  for  sale 
in  Interstate  or  foreign  commerce  or  after 
shipment  therein,  except  as  authorized  by 
Federal  law  or  except  pursuant  to  regula¬ 
tions  of  the  Secretary  of  the  Treasury  au¬ 
thorizing  relabeling  for  purposes  of  compli¬ 
ance  with  the  requirement  of  this  subsection 
or  of  State  law. 

In  order  to  prevent  the  sale  or  shipment  or 
other  introduction  of  distilled  spirits,  wine, 
or  malt  beverages  in  interstate  or  foreign 
commerce,  if  bottled,  packaged,  or  labeled  in 
violation  of  the  requirements  of  this  subsec¬ 
tion,  (1)  no  bottler  of  distilled  spirits,  no 
producer,  blender,  or  wholesaler  of  wine,  or 
proprietor  of  a  bonded  wine  storeroom,  and 
no  brewer  or  wholesaler  of  malt  beverages 
shall  bottle,  and  (2)  no  person  shall  remove 
from  customs  custody,  in  bottles,  for  sale  or 
any  other  commercial  purpose,  distilled  spir¬ 
its,  wine,  or  malt  beverages,  respectively, 
after  such  date  as  the  Secretary  of  the  Treas¬ 
ury  fixes  as  the  earliest  practicable  date  for 
the  application  of  the  provisions  of  this  sub¬ 
section  to  any  class  of  such  persons  (but  not 
later  than  August  15,  1936,  in  the  case  of 
distilled  spirits,  and  December  15,  1936,  in 
the  case  of  wine  and  malt  beverages,  and 
only  after  30  days’  public  notice),  unless. 
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upon  application  to  the  Secretary  of  the 
Treasury,  he  has  obtained  and  has  in  his 
possession  a  certificate  of  label  approval  cov¬ 
ering  the  distilled  spirits,  wine,  or  malt  bev¬ 
erages,  issued  by  the  Secretary  of  the 
’Treasury  in  such  manner  and  form  as  he 
shall  by  regulations  prescribe:  Provided, 
That  any  such  bottler  of  distilled  spirits,  or 
producer,  blender,  or  wholesaler  of  w’lne,  or 
proprietor  of  a  bonded  wine  storeroom,  or 
brew’er  or  wholesaler  of  malt  beverages  shall 
be  exempt  from  the  requirements  of  this  sub¬ 
section  if,  upon  application  to  the  Secretary 
of  the  Treasury,  he  shows  to  the  satisfac¬ 
tion  of  the  Secretary  of  the  Treasury  that 
the  distilled  spirits,  wine,  or  malt  bever¬ 
ages  to  be  bottled  by  the  applicant  ^re  not 
to  be  sold,  or  offered  for  sale,  or  shipped  or 
delivered  for  shipment,  or  otherwise  intro¬ 
duced,  in  interstate  or  foreign  commerce. 
Officers  of  internal  revenue  are  authorized 
and  directed  to  withhold  the  release  of  dis¬ 
tilled  spirits  from  the  bottling  plant  unless 
such  certificates  have  been  obtained,  or  un¬ 
less  the  application  of  the  bottler  for  ex¬ 
emption  has  been  granted  by  the  Secretary 
of  the  Treasury;  and  customs  officers  are 
authorized  and  directed  to  withhold  the  re¬ 
lease  from  customs  custody  of  distilled  spir¬ 
its,  wine,  and  malt  beverages,  unless  such 
certificates  have  been  obtained.  The  Dis¬ 
trict  Courts  of  the  United  States,  the  District 
Court  of  the  United  States  for  the  District 
of  Columbia,  and  the  United  States  court  for 
any  Territory  shall  have  Jurisdiction  of  suits 
to  enjoin,  annul,  or  suspend  in  whole  or  in 
part  any  final  action  by  the  Secretary  of  the 
Treasury  upon  any  application  under  this 
subsection;  or 

(f)  Advertising.  To  publish  or  dissemi¬ 
nate  or  cause  to  be  published  or  disseminated 
by  radio  broadcast,  or  in  any  newspaper, 
periodical  or  other  publication  or  by  any 
sign  or  outdoor  advertisement  or  any  other 
j)rlnted  or  graphic  matter,  any  advertisement 
of  distilled  spirits,  wine,  or  malt  beverages, 
if  such  advertisement  is  in,  or  is  calculated 
to  induce  sales  in,  interstate  or  foreign  com¬ 
merce,  or  is  disseminated  by  mail,  unless 
such  advertisement  is  in  conformity  with 
such  regulations,  to  be  prescribed  by  the 
Secretary  of  the  Treasury  ( 1 )  as  will  prevent 
deception  of  the  consumer  with  respect  to 
the  products  advertised  and  as  will  prohibit. 
Irrespective  of  falsity,  such  statements  re¬ 
lating  to  age,  manufacturing  processes, 
analyses,  guaranties,  and  scientific  cr  irrele¬ 
vant  matters  as  the  Secretary  of  the  Treasury 
finds  to  be  likely  to  mislead  the  consumer; 
(2)  as  will  provide  the  consumer  with  ade¬ 
quate  information  as  to  the  identity  and 
quality  of  the  products  advertised,  the  alco¬ 
holic  content  thereof  (except  the  statements 
of,  or  statements  likely  to  be  considered  as 
statements  of  alcoholic  content  of  malt  bev¬ 
erages  and  wines  are  prohibited),  and  the 
person  responsible  for  the  advertisement;  (3) 
as  will  require  an  accurate  statement,  in  the 
case  of  distilled  spirits  (other  than  cordials, 
liqueurs,  and  specialties)  produced  by  blend¬ 
ing  or  rectification,  if  neutral  spirits  have 
been  used  in  the  production  thereof,  inform¬ 
ing  the  consumer  of  the  percentage  of  neu¬ 
tral  spirits  so  used  and  of  the  name  of  the 
commodity  from  which  such  neutral  spirits 
have  been  distilled,  or  in  case  of  neutral 
spirits  cr  of  gin  produced  by  a  process  of 
continuous  distillation,  the  name  of  the 
commodity  from  which  distilled:  (4)  as  will 
prohibit  statements  that  are  disparaging  of 
a  competitor’s  products  or  are  false,  mislead¬ 
ing,  obscene,  or  indecent:  (5)  as  will  prevent 
statements  inconsistent  with  any  statement 
on  the  labeling  of  the  products  advertised. 
This  subsection  shall  not  apply  to  outdoor 
advertising  in  place  on  June  18,  1935,  but 
shall  apply  upon  replacement,  restoration,  or 
renovation  of  any  such  advertising.  The  pro¬ 
hibitions  of  this  subsection  and  regulations 
thereunder  shall  not  apply  to  the  publisher 
of  any  newspaper,  periodical,  or  other  publi¬ 
cation,  or  radio  broadcaster,  unless  such 


publisher  or  radio  broadcaster  is  engaged  In 
business  as  a  distiller,  brewer,  rectifier,  or 
other  producer,  or  as  an  importer  cr  whole¬ 
saler,  of  distilled  spirits,  wine,  or  malt  bev¬ 
erages,  or  as  a  bottler,  or  warehouseman  and 
bottler,  of  distilled  spirits,  directly  or  indi¬ 
rectly  or  through  an  affiliate. 

The  provisions  of  subsections  (a),  (b),  and 
(c)  shall  not  apply  to  any  act  done  by  an 
agency  of  a  State  or  political  subdivision 
thereof,  or  by  any  officer  or  employee  of  such 
agency. 

In  the  case  of  malt  beverages,  the  provisions 
of  subsections  (a),  (b),  (c),  and  (d)  shall 
apply  to  transactions  between  a  retailer  or 
trade  buyer  in  any  State  and  a  brewer,  im¬ 
porter,  or  wholesaler  of  malt  beverages  out¬ 
side  such  State  only  to  the  extent  that  the 
law  of  such  State  Imposes  similar  require¬ 
ments  w’lth  respect  to  similar  transactions 
between  a  retailer  or  trade  buyer  in  such 
State  and  a  brewer,  importer,  or  wholesaler 
of  malt  beverages  in  such  State,  as  the  case 
may  be.  In  the  case  of  malt  beverages,  the 
provisions  of  subsections  (e)  and  (f)  shall 
apply  to  the  labeling  of  malt  beverages  sold 
or  shipped  or  delivered  for  shipment  or  other¬ 
wise  introduced  into  or  received  in  any  State 
from  any  place  outside  thereof,  or  the  adver¬ 
tising  of  malt  beverages  intended  to  be  sold 
or  shipped  or  delivered  for  shipment  or 
otherwise  Introduced  into  or  received  in  any 
State  from  any  place  outside  thereof,  only 
to  the  extent  that  the  law  of  such  State  im¬ 
poses  similar  requirements  with  respect  to 
the  labeling  or  advertising,  as  the  case  may 
be,  of  malt  beverages  not  sold  or  shipped  or 
delivered  for  shipment  or  otherwise  intro¬ 
duced  into  or  received  in  such  State  from 
any  place  outside  thereof. 

The  Secretary  of  the  Treasury  shall  give 
reasonable  public  notice,  and  afford  to  inter¬ 
ested  parties  opportunity  for  hearing,  prior 
to  prescribing  regulations  to  carry  out  the 
provisions  of  this  section. 

SEC.  6,  49  Stat.  985  (27  U.  S.  C.  206).  Bulk 
sales  and  bottling,  (a)  It  shall  be  unlaw¬ 
ful  for  any  person; 

(1)  To  sell  or  offer  to  sell,  contract  to  sell, 
or  otherwise  dispose  of  distilled  spirits  in 
bulk  except,  under  regulations  of  the  Secre¬ 
tary  of  the  'Treasury,  for  export  or  to  the 
following,  or  to  Import  distilled  spirits  in 
bulk  except,  under  such  regulations,  for 
sale  to  or  for  use  by  the  following:  A  distiller, 
rectifier  of  distilled  spirits,  person  operating 
a  bonded  warehouse  qualified  under  the 
internal-revenue  laws  or  a  class  8  bonded 
warehouse  qualified  under  the  customs  laws, 
a  winemaker  for  the  fortification  of  wines,  a 
proprietor  of  an  Industrial  alcohol  plant,  or 
an  agency  of  the  United  States  or  any  State 
or  political  subdivision  thereof. 

(2)  To  sell  or  offer  to  sell,  contract  to  sell, 
or  otherwise  dispose  of  warehouse  receipts 
for  distilled  spirits  in  bulk  unless  such  ware¬ 
house  receipts  require  that  the  warehouse¬ 
man  shall  package  such  distilled  spirits, 
before  delivery,  in  bottles  labeled  and  marked 
in  accordance  with  law,  or  deliver  such  dis¬ 
tilled  spirits  in  bulk  only  to  persons  to  whom 
it  is  lawful  to  sell  or  otherwise  dispose  of 
distilled  spirits  in  bulk. 

(3)  To  bottle  distilled  spirits  unless  the 
bottler  is  a  person  to  whom  it  is  lawful  to 
sell  or  otherwise  dispose  of  distilled  spirits 
in  bulk. 

(b)  Any  person  who  violates  the  require¬ 
ments  of  this  section  shall,  upon  conviction 
thereof,  be  fined  not  more  than  $5,000  or 
Imprisoned  for  not  more  than  one  year  or 
both,  and  shall  forfeit  to  the  United  States  all 
distilled  spirits  with  respect  to  which  the 
violation  occurs  and  the  containers  thereof. 

(c)  The  term  “in  bulk”  means  in  contain¬ 
ers  having  a  capacity  in  excess  of  one  wine 
gallon. 

Subpart  A— Scope  of  Regul.aticns 

§  189.1  Bottling  of  tax-paid  distilled 
spirits.  These  regulations,  “Regulations 
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11,  Bottling  of  Tax-Paid  Distilled  Spirits” 
(26  CFR  Part  189),  contain  the  proce¬ 
dural  and  substantive  requirements  rela¬ 
tive  to  the  bottling  of  tax-paid  distilled 
spirits.  The  regulations  cover  the  loca¬ 
tion.  construction,  equipment,  qualifying 
documents;  requirements  governing 
changes  in  premises  and  equipment, 
alternate  operations  of  the  tax-paid  bot¬ 
tling  house  as  a  bottling-in-bond  depart¬ 
ment  of  an  internal  revenue  bonded 
warehouse;  bottling  of  distilled  spirits  . 
under  trade  names;  action  by  the  district 
supervisor  and  Commissioner;  operation 
and  supervision  of  the  tax- paid  bottling 
house;  the  transfer  of  spirits  to  the  tax- 
paid  bottling  house;  the  dumping, 
bottling,  rebottling,  relabeling,  and 
restamping  of  bottled  spirits;  the 
removal  of  spirits  from  the  tax-paid 
bottling  house  for  exportation  and  ship¬ 
ment;  and  records  and  reports  of  spirits 
bottled  at  a  tax-paid  bottling  house. 

Subpart  B — DEnNiiiONS 

5  189.5  Meaning  of  terms.  As  used  in 
this  part,  unless  the  context  otherwise 
requires,  terms  shall  have  the  meanings 
ascribed  in  this  subpart, 

5  189.6  Collector.  “Collector”  shall 
mean  the  collector  of  internal  revenue  of 
the  collection  district  in  which  the  tax- 
paid  bottling  house  is  located. 

§  189.7  Commissioner.  “Commissioner” 
shall  mean  the  Commissioner  of  Internal 
Revenue. 

§  189.8  Distilled  spirits.  “Distilled 
spirits”  shall  mean  all  the  substances 
produced  by  the  distillation  of  fermented 
grain,  molasses,  or  other  materials,  com¬ 
monly  known  as  spirits,  whisky,  rum, 
gin.  brandy,  alcohol,  etc, 

§  189.9  District  supervisor.  “District 
supervisor”  or  “supervisor”  shall  mean 
the  person  having  charge  of  a  supervisory 
district  of  the  Alcohol  Tax  Unit  of  the 
Bureau  of  Internal  Revenue. 

§  189.10  Gallon.  As  used  in  this  part, 
“gallon”  or  “wine  gallon”  shall  mean  a 
United  States  gallon  of  liquid  measure 
equivalent  to  the  volume  of  231  cubic 
inches. 

§  189.11  I.  R.  C.  “I.  R.  C.”  shall  mean 
the  Internal  Revenue  Code  (Public,  No. 
1,  Seventy-sixth  Congress). 

5  189.12  Person.  “Person”  or  “pro¬ 
prietor”  shall  include  natural  persons, 
associations,  copartnerships,  and  corpo¬ 
rations. 

§  189.13  Proof.  As  used  in  this  part, 
“proof”  shall  mean  the  ethyl  alcohol 
content  of  a  liquid  at  60  degrees  Fahren¬ 
heit.  stated  as  twice  the  per  cent  of  ethyl 
alcohol  by  volume. 

§189.14  Proof  gallon.  As  used  in  this 
part,  “proof  gallon”  shall  mean  the  alco¬ 
holic  equivalent  of  a  United  States  gallon 
at  60  degrees  Fahrenheit,  containing  50 
per  cent  of  ethyl  alcohol  by  volume. 

§189.15  Proof  spirits.  As  used  in  this 
part,  “proof  spirits”  shall  mean  that  alco¬ 
holic  liquor  which  contains  50  per  cent 
of  ethyl  alcohol  by  volume  at  60  degrees 
Fahrenheit  and  which  has  a  specific 
gravity  of  0.93418  in  air  at  60  degrees 


Fahrenheit  referred  to  water  at  60  de¬ 
grees  Fahrenheit  as  unity. 

(Sec.  2809  (c) ) 

§  189.16  Proprietor.  “Proprietor” 
shall  mean  the  operator  of  the  tax-paid 
bottling  house,  except  where  otherwise 
indicated. 

§  189.17  Rectified  spirits.  “Rectified 
spirits”  shall  mean  all  the  products  of 
rectification. 

§  189.18  Red  strip  stamps.  “Red  strip 
stamps”  shall  mean  the  stamps  pre¬ 
scribed  under  authority  of  section  2803 
(d),  I.  R.  C. 

§  189.19  Spirits.  "Spirits”  shall  mean 
distilled  spirits,  wines,  cordials,  liqueurs, 
etc,,  except  where  otherwise  indicated. 

§  189.20  Tank  car.  “Tank  car”  shall 
mean  a  railroad  tank  car. 

§  189.21  Tax-paid  bottling  house. 
“Tax-paid  bottling  house”  or  “bottling 
house”  shall  mean  a  tax-paid  bottling 
house  established  or  operated  under  this 
part  for  the  bottling  of  tax-paid  spirits, 
including  wines,  cordials,  liqueurs,  etc. 

§  189.22  Wines.  “Wines”  shall  mean 
all  kinds  and  types  of  wine  produced  by 
the  fermentation  of  fruits  and  berries, 
and  all  artificial  or  imitation  wines  or 
compounds  sold  as  wine. 

§  189.23  Plural  and  singular.  Words 
in  the  plural  form  shall  include  the  sin¬ 
gular,  and  vice  versa,  and  words  in  the 
masculine  gender  shall  include  females, 
associations,  copartnerships,  and  corpo¬ 
rations. 

§  189.24  Inclusion.  The  term  “includ¬ 
ing”  shall  not  be  deemed  to  exclude 
things  other  than  those  enumerated 
which  are  in  the  same  general  class. 

Subpart  C — Establishment 

§  189.30  Who  may  establish.  Tax- 
paid  bottling  houses  may  be  established 
for  the  bottling  of  tax-paid  spirits  by 
the  proprietor  of  a  distillery,  or  an  in¬ 
ternal  revenue  bonded  warehouse,  indus¬ 
trial  alcohol  plant,  or  industrial  alcohol 
bonded  warehouse,  or  by  an  agency  of 
any  State  or  political  subdivision  thereof. 

(Sec.  6,  49  Stat.  985;  27  U.  S.  C.  206) 

§  189.31  Number  that  may  be  estab¬ 
lished.  There  may  be  established  only 
one  tax-paid  bottling  house  for  each 
distillery,  internal  revenue  bonded  ware¬ 
house,  industrial  alcohol  plant,  indus¬ 
trial  alcohol  bonded  warehouse,  or  any 
combination  or  group  of  such  establish¬ 
ments  operated  on  the  same  or  contigu¬ 
ous  premises  by  the  same  proprietor: 
Provided,  That  where  a  bottling-in-bond 
department  has  been  established  on  the 
premises  of  an  internal  revenue  bonded 
warehouse,  such  bottling  department 
may  be  temporarily  eliminated  from  the 
warehouse  premises  from  time  to  time  in 
accordance  with  the  provisions  of  Regu¬ 
lations  10  (26  CFR.  Part  185),  governing 
the  bottling  of  distilled  spirits  in  bond, 
and  operated  under  this  part  in  lieu  of, 
or  as  a  part  or  extension  of,  a  perma¬ 
nent  tax-paid  bottling  house  established 
for  such  bonded  warehouse. 

(Sec.  6,  49  stat.  985;  27  U.  S.  C.  206) 


Subpart  D — ^Location  and  Use 

8  189.35  Location.  Tax-paid  bottling 
houses  hereafter  established  must  be  lo¬ 
cated  on  premises  contiguous  to,  or  near, 
the  distillery,  Internal  revenue  bonded 
warehouse,  industrial  alcohol  plant,  or 
industrial  alcohol  bonded  warehouse 
operated  by  the  proprietor  of  the  tax- 
paid  bottling  house. 

§  189.36  Use.  The  premises  of  a  tax- 
paid  bottling  house  shall  be  used  exclu¬ 
sively  for  the  business  of  bottling 
tax-paid  spirits,  including  wines,  cor¬ 
dials,  liqueurs,  etc. 

Subpart  E — Construction 

§  '89.40  Buildings  or  rooms.  The 
tax-paid  bottling  house  must  be  so  con¬ 
structed  and  equipped  as  to  be  suitable 
for  the  bottling  of  spirits.  Except  as  pro¬ 
vided  in  §  189.42,  and  as  to  necessary 
openings  for  the  passage  of  approved 
distilled  spirits,  utility  and  similar  pipe 
lines,  as  provided  in  this  part.  Regula¬ 
tions  4  (26  CFR,  Part  183),  and  Regula¬ 
tions  15  (26  CFn,  Part  190),  the  room 
or  building  must  be  completely  separated 
from  contiguous  buildings  or  rooms  by 
solid,  unbroken  partitions  and  floors  of 
substantial  construction:  Provided,  That, 
where  the  tax-paid  bottling  house  is 
under  the  same  roof  or  in  the  same  build¬ 
ing  in  which  the  proprietor  of  the  tax- 
paid  bottling  house  or  has  affiliate  or 
subsidiary  operates  a  rectifying  plant, 
wholesale  liquor  dealer  premises,  or  an¬ 
other  tax-paid  bottling  house,  the 
district  supervisor  may  in  his  dis¬ 
cretion  authorize  the  tax-paid  bottling 
house  to  be  separated  from  such  prem¬ 
ises  by  partitions  of  expanded  metal 
or  woven  wire  of  not  less  than  9-gauge 
nor  more  than  2 -inch  mesh  extending 
from  the  floor  to  the  ceiling  or  roof; 
A7id  provided  further.  That  such  par¬ 
titions  of  expanded  metal  or  woven  wire 
may  not  be  authorized  if  the  tax-paid 
bottling  house  operates  alternately  as  a 
bottling-in-bond  department  of  an  inter¬ 
nal  revenue  bonde(i  warehouse.  If  the 
tax-paid  bottling  house  is  in  the  same 
building  in  which  is  located  an  internal 
revenue  bonded  warehouse  or  rectifying 
plant,  the  two  premises  must  have  no 
means  of  interior  communication  with 
each  other,  except  by  approved  pipe 
lines,  and  as  specifically  provided  in  this 
part.  Where  a  tax-paid  bottling  house 
has  heretofore  been  established  under 
the  same  roof  or  in  the  same  building 
with  an  internal  revenue  bonded  ware¬ 
house  or  a  rectifying  plant,  with  interior 
communication  between  the  two  prem¬ 
ises,  it  may  continue  to  operate  in  such 
location  if  the  revenue  will  not  be  jeop¬ 
ardized.  When  a  bottling-in-bond  de¬ 
partment  is  operated  temporarily  as  a 
tax-paid  bottling  house,  as  provided  in 
this  part  and  Regulations  10  (26  CFR, 
Part  185),  communication  between  the 
bottling  house  and  warehouse  within 
the  building  may  continue. 

§  189.41  Means  of  ingress  and  egress. 
The  means  of  ingress  to  and  egress  from 
the  tax-paid  bottling  house  shall  be  such 
as  will  permit  ready  observation  by  Gov¬ 
ernment  oflBcers  of  all  spirits  brought 
into  and  removed  from  the  tax-paid 
bottling  house. 
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§  189.42  Doors,  windows,  and  oth^r 
openings.  No  door,  window,  or  other 
opening  will  be  permitted  in  the  walls 
or  floors  separating  the  tax-paid  bottling 
house  from  another  room  or  building 
which  is  not  a  part  of  the  tax-paid 
bottling  house:  Provided,  That  where  the 
proprietor  maintains  a  wholesale  liquor 
dealer  premises  adjacent  or  contiguous 
to  the  tax-paid  bottling  house,  a  com¬ 
municating  door  will  be  permitted. 

§  189.43  Case  storage  room.  A  room 
must  be  provided  by  the  proprietor  for 
the  storage  of  spirits  bottled  by  him,  un¬ 
less  all  spirits  are  transferred  to  con¬ 
tiguous  wholesale  liquor  dealer  premises 
upon  completion  of  bottling.  Where  a 
case  storage  room  is  provided,  it  shall  be 
used  exclusively  for  the  purpose  specified 
and  a  sign  shall  be  placed  over  the  en¬ 
trance  door  of  the  room  bearing  the 
words  “Case  Storage  Room.” 

§  189.44  Export  storage  room.  If  the 
proprietor  intends  to  bottle  or  package 
distilled  spirits  or  wines  for  export  with 
benefit  of  drawback,  a  separate  room  for 
the  storage  of  such  products  exclusively 
must  be  provided  and  a  sign  must  be 
placed  over  the  entrance  door  bearing 
the  words  “Export  Storage  Room.”  The 
room  must  be  constructed  of  substantial, 
solid  materials :  Provided,  That  the  parti¬ 
tions  separating  such  room  from  other 
parts  of  the  tax -paid  bottling  house 
may  be  constructed  of  expanded  metal 
or  woven  wire  of  not  less  than  9-gauge 
nor  more  than  2-inch  mesh,  extending 
from  the  floor  to  the  ceiling  or  roof. 
All  windows,  doors,  or  other  openings 
must  be  so  constructed  that  they  may 
be  securely  locked  or  fastened  from  the 
inside,  except  the  entrance  door,  which 
must  be  so  constructed  that  it  may  be 
securely  locked  from  the  outside  of  the 
room  with  a  Government  seal  lock. 

(Sec.  3179  (b),  I.  R.  C.) 

Derivation:  T.  D.  5597. 

§  189.45  Office  facilities.  The  pro¬ 
prietor  shall  provide  and  maintain  on 
the  tax-paid  bottling  house  premises 
suitable  office  facilities,  including  desk 
and  file  cabinet,  for  the  use  of  Govern¬ 
ment  officers.  There  shall  also  be  pro¬ 
vided  a  metal  cabinet  of  adequate 
strength  and  size,  suitably  equipped  for 
locking  with  a  Government  seal  lock,  for 
use  in  safeguarding  Government  prop¬ 
erty  and  stamps  in  the  custody  of  Gov¬ 
ernment  officers.  Such  facilities  shall 
be  subject  to  approval  by  the  district 
supervisor. 

Subpart  F — Sign 

§  189.50  Posting  of  sign.  The  pro¬ 
prietor  shall  place  and  keep  conspicu¬ 
ously  on  the  outside  and  at  the  front  of 
the  tax-paid  bottling  house,  or  over  the 
front  entrance  thereto  where  it  can  be 
plainly  seen,  a  sign  exhibiting  in  plain 
and  legible  letters  the  name  of  the  pro¬ 
prietor  and  the  words  “Tax-Paid  Bottling 
House  No.  — ,”  using  the  registry  num¬ 
ber  assigned  by  the  district  supervisor. 

Subpart  G — Equipment 

§  189.55  Weighing  tanks.  "Where 
weighing  tanks  are  used  for  gauging 
spirits,  such  tanks  shall  be  constructed 
of  metal,  and  shall  be  stationary  and  of 


uniform  dimensions  from  top  to  bot¬ 
tom.  Each  such  tank  shall  be  equipped 
with  a  suitable  measuring  device 
whereby  the  contents  will  be  correctly 
indicated.  Each  weighing  tank  shall  be 
mounted  on  accurate  scales,  and  shall 
have  plainly  and  legibly  painted  thereon 
the  words  “Weighing  Tank,”  followed 
by  its  serial  number  and  capacity  in 
gallons.  The  beams  or  dials  of  scales 
must  be  graduated  to  enable  readings  to 
be  made  as  follows:  To  the  nearest  V2 
pound  for  weighing  lots  of  spirits  not 
to  exceed  2,000  pounds;  to  the  nearest 
1  pound  for  weighing  lots  of  spirits  over 
2,000,  but  not  exceeding  6,000  pounds; 
to  the  nearest  2  pounds  for  weighing  lots 
of  spirits  over  6,000,  but  not  exceeding 
20,000  pounds;  to  the  nearest  5  pounds 
for  weighing  lots  of  spirits  over  20,000, 
but  not  exceeding  50,000  pounds;  and 
to  the  nearest  10  tiounds  for  weighing 
lots  of  spirits  over  50,000  pounds. 

(Sec.  2829,  I.  R.  C.) 

§  189.56  Scales.  Weighing  tanks  shall 
be  mounted  on  accurate  scales,  which 
shall  be  tested  from  time  to  time  by  the 
proprietor  by  means  of  test  weights  or 
otherwise  to  insure  their  accuracy. 
Other  scales  used  for  weighing  spirits 
shall  likewise  be  tested  by  the  proprietor. 

(Sec.  2829,  I.  R.  C.) 

§  189.57  Test  weights.  Where  weigh¬ 
ing  tanks  or  other  scales  are  used  for 
gauging  spirits,  the  proprietor  shall 
provide  a  set  of  ten  50-pound  east-iron 
test  weights,  which  shall  be  certified  by 
the  National  Bureau  of  Standards  or 
State  departments  of  weights  and  meas¬ 
ures  as  conforming  to  class  “C”  require¬ 
ments  of  the  National  Bureau  of  Stand¬ 
ards.  If  the  proprietor  has  provided 
such  test  weights  at  another  plant  oper¬ 
ated  by  him  on  contiguous  or  nearby 
premises,  he  need  not  provide  a  separate 
set  of  weights  for  the  tax-paid  bottling 
house.  All  test  weights  shall  be  placed 
under  the  control  and  in  the  custody  of 
the  storekeeper -gauger  in  charge,  who 
shall  keep  them  under  Government  lock 
when  not  in  use.  In  case  a  scale  becomes 
inaccurate  for  any  reason,  the  store¬ 
keeper-gauger  will  not  permit  it  to  be 
used  while  it  is  in  such  condition. 

(Secs.  28C8  (a),  2829,  I.  R.  C.) 

§  189.58  Storage  tanks.  If  spirits  are 
received  in  tank  cars  or  by  pipe  line, 
suitable  storage  tanks  must  be  provided 
within  which  to  store  such  spirits,  unless 
the  spirits  are  run  directly  into  bottling 
tanks  as  provided  in  §  189.166.  Each 
storage  tank  shall  be  constructed  of 
metal,  and  shall  be  of  uniform  dimen¬ 
sions  from  top  to  bottom.  Each  such 
tank  shall  be  mounted  on  accurate  scales, 
or  equipped  with  a  suitable  measuring 
device  whereby  the  actual  contents  will 
be  correctly  indicated.  There  shall  be 
painted  on  each  tank  the  words  “Storage 
Tank,”  followed  by  its  serial  number  and 
capacity  in  gallons.  Stopcocks  must  be 
provided  and  so  arranged  as  to  control 
completely  the  flow  of  spirits,  both  into 
and  cut  of  the  tank.  Manheads,  inlets, 
and  outlets  of  the  storage  tank  must  be 
provided  with  facilities  for  locking  with 
Government  locks.  A  suitable  board 
shall  be  provided  cn  each  storage  tank 


for  the  attachment  of  Forms  703-A,  1520 
or  1440,  as  prescribed  in  this  part. 

(Sec.  2829,  I.  R.  C.) 

§  189.59  Dumping  and  reducing  tanks. 
If  dumping  and  reducing  tanks  are  pro¬ 
vided,  the  same  shall  be  equipped  with 
a  suitable  measuring  device  whereby  the 
actual  contents  will  be  correctly  indi¬ 
cated.  Each  such  tank  shall  have  plainly 
and  legibly  painted  thereon  the  words 
“Dumping  and  Reducing  Tank."  followed 
by  its  serial  number  and  capacity  in 
gallons. 

(Sec.  2829,  I.  R.  C.) 

§  189.60  Bottling  tanks.  The  proprie¬ 
tor  shall  provide  one  or  more  bottling 
tanks  constructed  of  metal,  and  such 
tanks  shall  be  of  uniform  dimensions 
from  top  to  bottom.  Each  such  tank 
shall  be  mounted  on  accurate  scales,  or 
equipped  with  a  suitable  measuring  de¬ 
vice  whereby  the  actual  contents  vrill  be 
correctly  indicated.  There  shall  be 
painted  on  each  tank  the  w'ords,  “Bot¬ 
tling  Tank,”  followed  by  its  serial  number 
and  capacity  in  gallons.  Stopcocks  must 
be  provided  and  so  arranged  as  to  control 
completely  the  flow  of  spirits,  both  into 
and  out  of  the  tank.  The  construction 
of  the  stopcocks  must  be  such  that  they 
can  be  secured  with  Government  locks. 
A  suitable  board  shall  be  provided  on 
each  bottling  tank  for  the  attachment  of 
Form  230,  as  prescribed  in  this  part. 

(Sec.  2829,  I.  R.  C.) 

§  189.61  Package  filling  tanks.  "Where 
distilled  spirits  or  wines  are  to  be  pack¬ 
aged  especially  for  export  with  benefit  of 
drawback,  tanks  suitable  for  the  purpose, 
and  constructed  and  equipped  in  accord¬ 
ance  with  the  provisions  and  require¬ 
ments  of  §  189.60  governing  the  construc¬ 
tion  and  equipment  of  bottling  tanks 
shall  be  provided  by  the  bottler.  The 
bottling  tank  may  be  used  as  the  package 
filling  tank,  provided  it  is  equipped  with 
an  approved  outlet  for  filling  packages 
and  such  outlet  is  equipped  for  locking 
with  a  Government  seal  lock  when  not 
in  use. 

(Secs.  2829,  3179  (b) ,  I.  R.  C.) 

Derivation:  T.  D.  5597. 

§  189.62  Gravity  tank.  The  proprie¬ 
tor  may,  if  necessary,  install  a  small 
gravity  tank  between  the  bottling  tanks 
and  bottling  machine,  for  the  purpose 
of  maintaining  a  constant  head  pressure 
or  to  afford  a  gravity  flow  to  the  bottling 
machine.  Such  tank  must  be  so  ar¬ 
ranged  that  it  can  be  filled  only  through 
the  bottling  tanks  and  the  same  shall  be 
permanently  connected  with  the  bottling 
tanks  by  a  continuous,  permanent  metal 
pipe  line,  unless  the  outlet  of  the  tank 
is  equipped  with  a  valve  so  constructed 
that  it  can  be  secured  with  a  Govern¬ 
ment  lock.  The  capacity  of  the  gravity 
tank  shall  be  no  larger  than  necessary. 
Gravity  tanks  must  be  equipped  with  a 
suitable  measuring  device  whereby  the 
contents  will  be  correctly  indicated,  and 
each  such  tank  shall  have  plainly  and 
legibly  marked  thereon  the  words, 
“Gravity  Tank,”  follov,’ed  by  its  serial 
number  and  capacity  in  gallons. 

(Sec.  28'9,  I.  R.  C.) 
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§  189.63  Water  stills.  If  water  stills 
are  provided  in  the  tax-paid  bottling 
house,  there  must  be  a  clear  space  of  not 
less  than  1  foot  around  them.  Every 
such  still  must  have  plainly  and  legibly 
painted  thereon  the  words.  ‘‘Water  Still,” 
followed  by  its  serial  number  and  capac¬ 
ity  in  gallons. 

§  189.64  Distilled  water  storage  tanks. 
If  the  proprietor  produces  distilled  water, 
or  receives  the  same  by  pipe  line  from 
contiguous  establishments  operated  un¬ 
der  internal  revenue  laws  and  regula¬ 
tions,  distilled  water  storage  tanks  shall 
be  provided  and  so  located  that  their 
contents  may  be  readily  inspected  by 
Government  officers.  Each  such  tank 
shall  be  equipped  with  a  suitable  meas¬ 
uring  device  whereby  the  actual  contents 
will  be  Indicated,  and  shall  have  plainly 
and  legibly  marked  thereon  the  words, 
‘‘Distilled  Water  Storage  Tank,”  fol¬ 
lowed  by  its  serial  number  and  capacity 
in  gallons. 

(Sec.  2829,  I.  R.  C.) 

§  189.65  Pipe  lines.  Pipe  lines  used 
for  the  conveyance  of  tax-paid  spirits  to 
bottling  or  storage  tanks  in  a  tax-paid 
bottling  house,  must  be  of  a  fixed  and 
permanent  character,  securely  construc¬ 
ted  and  connected  and  so  arranged  as  to 
be  exposed  to  view  throughout  their  en¬ 
tire  lengths.  Such  pipe  lines,  except 
those  from  a  bonded  winery,  must  be 
secured  by  brazing,  welding,  fastening 
and  sealing,  or  locking  with  Government 
locks  as  to  effectually  prevent  discon¬ 
nection  and  access  to  the  spirits.  Pipe 
lines  may  be  connected  to  bottling  or 
storage  tanks  by  manifold  connections 
so  arranged  as  to  control  the  flow  of 
spirits  into  such  tanks.  Each  pipe  line 
from  a  contiguous  establishment  shall 
have  painted  thereon,  at  a  point  near 
the  manifold  or  valve  controlling  the 
flow,  identification  as  to  the  premises 
from  which  the  pipe  line  originated,  as 
‘‘RD-7,”  ‘‘niBW-2,”  etc.  Pipe  lines  may 
be  connected  with  weighing  tanks  in  a 
tax-paid  bottling  house  by  means  of 
flexible  metal  hose  with  the  ends  brazed 
or  welded  to  the  inlet  or  outlet  of  the 
tank  and  to  the  pipe  line,  or  by  means 
of  short,  detachable  hose  connections  if 
the  end  of  the  pipe  line  is  fitted  with  a 
valve  so  constructed  that  it  may  be 
secured  with  a  Government  lock.  Filters 
may  be  installed  in  pipe  lines  connected 
with  bottling  tanks,  if  inlet  and  outlet 
lines  to  be  attached  to  filters  are  equip¬ 
ped  with  valves  which  may  be  locked 
with  Government  locks.  Pipe  lines  used 
for  the  conveyance  of  distilled  water  to 
contiguous  establishments  operated  un¬ 
der  the  internal  revenue  laws  and  regu¬ 
lations,  must  be  independent  ones, 
without  any  connection  with  any  other 
pipe,  tank,  vessel,  or  utensil  on  the  tax- 
paid  bottling  house  premises,  except  the 
distilled  water  storage  tanks:  Provided, 
That  where  distilled  water  is  to  be  so 
conveyed  from  two  or  more  distilled 
water  storage  tanks,  the  pipe  line  may 
be  connected  with  such  tanks  by  per¬ 
manent  manifold  connections.  The  pipe 
lines  in  the  tax-paid  bottling  house  used 
for  conveying  the  following  substances 
shall  be  kept  painted  in  the  colors  indi¬ 
cated  : 


Black _ Spirits. 

White _ Water, 

Aluminum _ Steam. 

Orange _ Air. 

Purple _ r-__.  Refrigerants. 


These  colors  are  intended  for  such  pipe 
lines  only,  and  are  prescribed  for  the 
purpose  of  distinguishing  such  pipe  lines 
from  each  other,  and  from  all  other  pipe 
lines  on  the  premises  which  are  painted 
but  for  which  colors  are  not  prescribed. 
The  painting  in  one  of  the  prescribed 
colors,  or  a  color  similar  thereto,  of  a 
pipe  line  for  which  a  color  is  not  pre¬ 
scribed,  is  prohibited.  Pipe  lines  for 
which  colors  are  not  prescribed  may  be 
painted  in  sections  of  contrasting  colors. 
(Secs.  2829,  2883,  I.  R.  C.) 

DETAILS  OF  CONSTRUCTION  AND  EQUIPMENT 

§  189.66  General.  Where  details  of 
construction  and  equipment  are  not  cov¬ 
ered  by  this  part,  such  construction  and 
equipment  must  afford  adequate  super¬ 
vision  and  control.  The  Commissioner 
may  approve  details  of  construction  and 
equipment  in  lieu  of  those  specified  in 
this  part  w’here  it  is  shown  that  it  is  im¬ 
practicable  to  conform  to  the  prescribed 
specifications,  and  the  proposed  con¬ 
struction  and  equipment  will  afford  ade¬ 
quate  supervision  and  control.  Where 
it  is  proposed  to  substitute  construction 
and  equipment  for  that  for  which  speci¬ 
fications  are  prescribed,  approval  of 
the  Commissioner  should  be  first  ob¬ 
tained. 

§  189.67  Bottling  houses  heretofore 
established.  Tax-paid  bottling  houses 
heretofore  established  may  continue  to 
operate  if  the  present  construction  and 
equipment  afford  adequate  supervision 
and  control.  The  Commissioner  or  dis¬ 
trict  supervisor  may  at  any  time  require 
the  proprietor  to  make  changes  in  con¬ 
struction  and  equipment  conforming  to 
this  part,  if  deemed  necessary  to  permit 
more  economical  and  efficient  super¬ 
vision  by  Government  officers.  All 
tax-paid  bottling  houses  hereafter  estab¬ 
lished,  and  changes  in  existing  tax-paid 
bottling  houses,  must  be  in  conformity 
W'ith  this  part. 

Subpart  H — Qualifying  Documents 

§  189.75  Notice,  Form  27-E.  Every 
person  intending  to  engage  in  the  busi¬ 
ness  of  bottling  tax-paid  distilled  spirits 
must  file  notice  on  Form  27-E,  in  tripli¬ 
cate,  with  the  district  supervisor  before 
engaging  in  the  business.  Except  as  pro¬ 
vided  in  §  189.83,  in  the  case  of  amended 
and  supplemental  notices,  all  of  the  in¬ 
formation  indicated  by  the  lines  on  the 
form  and  the  instructions  printed  there¬ 
on  or  issued  in  respect  thereto,  and  as 
required  by  this  part,  shall  be  furnished. 
Notices  on  Form  27-E  must  be  signed  in 
accordance  with  the  instructions  printed 
on  the  form,  and  be  sworn  to  before  an 
ofiBcer  authorized  to  administer  oaths: 
Provided,  That  if  the  form  oflBcially  pre¬ 
scribed  for  such  notice  contains  therein 
a  provision  for  verification  by  a  written 
declaration  that  such  notice  is  made 
under  penalties  of  perjury,  such  notice 
shall  be  verified  by  the  execution  of  such 
declaration,  and  such  declaration  so  ex¬ 
ecuted  shall  be  in  lieu  of  the  oath  re¬ 
quired  herein  for  verification.  Such 


notices  must  be  numbered  serially,  com¬ 
mencing  with  number  1  and  continuing 
in  regular  sequence  for  all  notices  there¬ 
after  filed,  whether  amended  or  supple¬ 
mental. 

(Sec.  3809,  I.  R.  C.) 

§  189.76  Federal  Alcohol  Administra¬ 
tion  Act  permit.  Under  the  Federal 
Alcohol  Administration  Act  and  the 
regulations  issued  pursuant  thereto  (27 
CFR,  Part  1),  any  person,  except  an 
agency  of  a  State  or  political  subdivision 
thereof,  or  any  officer  or  employee  of  any 
such  agency,  intending  to  engage  in  the 
business  of  bottling  distilled  spirits  is  re¬ 
quired  to  procure  a  permit  therefor.  The 
trade  names  or  styles  under  which  it  is 
intended  to  conduct  the  business  must 
be  specified  in  the  permit.  Application 
for  such  permit  should  be  filed  with  the 
district  supervisor  at  the  time  of  filing 
notice.  Form  27-E. 

(Sec.  3,  49  Stat.  978;  27  U.  S.  C.,  203) 

§  189.77  Approval  of  qualifying 
documents.  If  the  district  supervisor 
finds,  upon  examination  of  the  inspec¬ 
tion  report,  that  the  person  seeking  to 
qualify  as  a  proprietor  of  a  tax-paid 
Iwttling  house  has  complied  in  all  re¬ 
spects  with  the  requirements  of  the  law 
and  this  part,  and  is  entitled  to  a  permit, 
he  will  assign  a  registry  number  to  the 
tax-paid  bottling  house  in  accordance 
W’ith  §  189.78,  note  his  approval  on  all 
copies  of  the  notice  and  plat  and  plans, 
and  dispose  of  the  qualifying  documents 
and  inspectors’  reports  in  accordance 
with  §  189.80. 

§  189.78  Registry  numbers.  T  a  x  - 
paid  bottling  houses  will  be  numbered 
serially  in  the  order  of  their  establish¬ 
ment.  A  separate  series  will  be  used  for 
each  state.  Registry  numbers  hereto¬ 
fore  assigned  will  be  retained,  and  new 
tax-paid  bottling  houses  will  be  assigned 
numbers  in  sequence  thereto.  Registry 
numbers  previously  assigned  to  discon¬ 
tinued  tax-paid  bottling  houses  will  not 
be  reassigned  to  other  tax-paid  bottling 
houses.  The  same  registry  number  will 
be  continued  whenever  there  is  a  change 
in  proprietorship. 

§  189.79  Disapproval  of  qualifying 
documents.  If  the  district  supervisor 
finds  that  the  applicant  has  not  com¬ 
plied  in  all  respects  with  the  require¬ 
ments  of  the  law  and  this  part,  or  that 
the  situation  of  the  tax-paid  bottling 
house  is  such  as  would  enable  the  pro¬ 
prietor  to  defraud  the  United  States,  he 
W’ill  note  his  disapproval  on  the  notice 
and  w’ill  dispose  of  the  qualifying  docu¬ 
ments  in  accordance  with  §  189.80. 

§  189.80  Disposition  of  qualifying 
documents.  Where  the  district  super¬ 
visor  approves  the  qualifying  documents, 
he  will  forward  to  the  applicant  one  copy 
of  the  documents  with  the  original  of  the 
basic  permit  issued  under  the  Federal 
Alcohol  Administration  Act  (27  CFR, 
Part  1),  forward  to  the  Commissioner 
the  originals  of  the  documents  and  a 
copy  of  the  basic  permit  issued  under  the 
Federal  Alcohol  Administration  Act,  to¬ 
gether  with  copies  of  inspection  reports, 
and  retain  one  copy  of  the  qualifying 
documents  for  the  file  of  the  applicant. 
If  the  qualifying  documents  are  disap- 
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proved,  the  district  supervisor  shall  note 
his  disapproval  on  all  capies  of  the  notice 
with  brief  statements  nf  his  reasons 
therefor,  and  return  to  the  applicant  by 
registered  mail,  one  copy  of  the  disap¬ 
proved  notice,  together  with  all  copies  of 
the  supporting  documents.  The  district 
supervisor  shall  forward  one  copy  of  the 
disapproved  notice  to  the  Commissioner 
and  will  advise  him  fully  respecting  the 
disapproval  thereof.  He  shall  retain  the 
remaining  papers  in  his  files.  If  the  ap¬ 
plicant  is  not  entitled  to  a  basic  permit, 
the  district  supervisor  will,  upon  disap¬ 
proval  of  the  application  therefor,  return 
all  copies  of  the  qualifying  documents  to 
the  applicant  without  action  thereon. 

(Sec.  3170,  I.  R.  C.) 

§  189.81  Review  of  documents.  The 
Commissioner  will  review  the  action  of 
the  district  supervisor  relating  to  the 
establishment  of  tax-paid  bottling  houses 
and  determine  whether  it  is  in  con¬ 
formity  with  the  requirements  of  the  law 
and  this  part.  If  not,  the  Commissioner 
will  advise  the  district  supervisor  as  to 
the  necessary  action  to  be  taken. 

§  189.82  Location  of  distillery,  bonded 
warehouse,  or  alcohol  plant.  There 
must  be  stated  in  the  notice.  Form  27-E, 
the  name,  registry  number,  and  complete 
address  of  the  proprietor’s  distillery,  in¬ 
ternal  revenue  bonded  warehouse,  in¬ 
dustrial  alcohol  plant,  or  industrial 
alcohol  bonded  warehouse,  in  connection 
with  which  the  tax-paid  bottling  house 
is  operated-  The  distance  between  the 
tax-paid  lx»ttling  house  and  the  distil¬ 
lery,  internal  revenue  bonded  warehouse, 
industrial  alcohol  plant,  or  industrial 
alcohol  bonded  warehouse,  shall  also  be 
stated  in  the  notice. 

§  189.83  Amended  and  supplemental 
notices.  Amended  and  supplemental  no¬ 
tices  on  Form  27-E  may  be  executed  in 
skeleton  form,  except  as  to  the  items 
amended  or  supplemented.  All  items 
which  are  correctly  set  forth  in  prior 
notices,  and  in  which  there  has  been  no 
change  since  the  last  preceding  notice, 
may  be  incorporated  in  the  amended  or 
suplemental  notice  by  reference  to  the 
respective  notice  previously  filed.  Such 
incorporation  by  reference  shall  be  made 
by  entering  for  each  such  item,  in  the 
space  provided  therefor,  the  statement 
"No  change  since  filing  Form  27-E, 
Serial  No. - ”  (the  number  being  in¬ 

serted),  and  the  date  of  such  form. 

§  189.84  Corporate  documents,  etc. 
The  proprietor  of  the  tax-paid  bottling 
house  must  submit  with,  and  make  a 
part  of,  his  notice.  Form  27-E,  certified 
copies,  in  triplicate,  of  the  corporate 
documents  or  articles  of  copartnership 
or  association,  if  any,  described  in  the 
regulations  governing  his  qualification 
as  the  proprietor  of  a  distillery.  Regula¬ 
tions  4  <26  CFR,  Part  183) ,  internal  reve¬ 
nue  bonded  warehouse.  Regulations  10 
<26  CFR,  Part  185),  Industrial  alcohol 
plant  or  industrial  alcohol  bonded  ware¬ 
house,  Regulations  3  (26  CFR,  Part  182), 
unless  such  documents  were  filed  with 
and  made  a  part  of  the  notice  or  appli¬ 
cation  submitted  in  connection  with  the 
establishment  or  operation  of  one  of  such 
plants,  in  which  event  a  statement,  in 


triplicate,  to  that  effect  may  be  sub¬ 
mitted  in  lieu  of  a  separate  set  of  such 
documents.  Likewise,  the  proprietor  of 
the  tax-paid  bottling  house  must  submit 
powers  of  attorney  in  the  same  circum¬ 
stances  under  which  he  is  required  by 
such  regulations  to  submit  such  docu¬ 
ments  in  connection  with  the  establish¬ 
ment  or  operation  of  his  distillery. 
Internal  revenue  bonded  warehouse,  in¬ 
dustrial  alcohol  plant,  or  industrial 
alcohol  bonded  warehouse,  except  that 
where  he  has  filed  the  required  powers 
of  attorney  in  connection  with  the  es¬ 
tablishment  or  operation  of  one  of  such 
plants,  and  the  terms  of  such  powers  of 
attorney  are  broad  enough  to  cover  the 
execution  of  documents  required  for  the 
tax-paid  bottling  house,  a  statement,  in 
triplicate,  regarding  such  filing  of  the 
powers  of  attorney  may  be  submitted  in 
lieu  of  extra  copies  of  the  documents. 

§  189.85  Registry  of  stills.  Form  26.  If 
a  water  still  is  set  up  at  the  tax-paid 
botthng  house,  the  proprietor  must  reg¬ 
ister  the  same  with  the  district  super¬ 
visor  for  the  district  in  which  the  still  is 
located,  on  Form  26,  immediately  it  is 
set  up.  The  Form  26  shall  be  executed 
in  triplicate  in  accordance  with  the 
headings  of  the  various  columns  and 
lines  on  the  form,  and  the  instruc¬ 
tions  printed  thereon  or  issued  in  re¬ 
spect  thereto  and  as  required  by  this 
part.  Form  26  must  be  sworn  to  before 
an  officer  authorized  to  administer 
oaths:  Provided,  That  if  the  form  offi¬ 
cially  prescribed  for  such  notice  contains 
therein  a  provision  for  verification  by  a 
written  declaration  that  such  notice  is 
made  under  penalties  of  perjury,  such 
notice  shall  be  verified  by  the  execu¬ 
tion  of  such  declaration,  and  such  dec¬ 
laration  so  executed  shall  be  in  lieu  of 
the  oath  required  herein  for  verifica¬ 
tion. 

(Secs.  2810,  3170,  3809,  I.  R.  C.) 

§  189.86  Plat  and  plans,  ^ery  per¬ 
son  intending  to  engage  in  the  busi¬ 
ness  of  bottling  tax-paid  distilled 
spirits  must  submit  to  the  district  super, 
visor  with  his  notice.  Form  27-E,  an 
accurate  plat  of  the  tax-paid  bottling 
house  premises  and  accurate  plans  of 
the  buildings  or  rooms  and  the  bottling 
apparatus  and  equipment  therein,  in 
triplicate,  conforming  to  the  require¬ 
ments  of  Subpart  I. 

§  189.87  Additional  information.  The 
Commissioner  or  the  district  super¬ 
visor  may  at  any  time,  in  his  discre¬ 
tion,  require  the  proprietor  to  furnish 
such  additional  Information  as  he  may 
deem  necessary. 

§  189.88  Instruments  and  papers. 
The  terms,  conditions,  and  instructions 
contained  in  instruments  and  papers 
required  to  be  furnished  by  law  or  reg¬ 
ulations  are  hereby  made  a  part  of  this 
part  as  fully  and  to  the  same  extent  as 
if  incorporated  in  this  part. 

Subpart  I — Plats  and  Plans 

§  189.95  Plat  and  plans  required.  Ev¬ 
ery  person  intending  to  engage  in  the 
business  of  bottling  tax-paid  distilled 
.  spirits  must,  as  provided  in  §  189.86,  file 
an  accurate  plat  and  accurate  plans  of 
the  tax-paid  bottling  house  premises. 


apparatus,  and  equipment,  in  triplicate, 
with  the  district  supervisor. 

§  189.96  Preparation.  Every  plat  and 
plan  shall  be  drawn  to  scale,  and  each 
sheet  thereof  shall  bear  a  distinctive 
title,  enabling  ready  identification.  The 
cardinal  points  of  the  compass  must  ap¬ 
pear  on  each  sheet,  except  the  elevational 
plans.  The  minimum  scale  of  any  plat 
will  not  be  less  than  %o  inch  per  foot. 
Each  sheet  of  the  original  plat  and  plans 
shall  be  numbered,  the  first  sheet  being 
designated  number  1,  and  the  other 
sheets  numbered  in  consecutive  order. 
Plats  and  plans  shall  be  submitted  on 
sheets  of  tracing  cloth,  opaque  cloth,  or 
sensitized  linen.  The  dimensions  of 
plats  and  plans  shall  be  15  by  20  inches, 
outside  measurement,  with  a  clear  mar¬ 
gin  of  at  least  one  inch  on  each  side  of 
the  drawing,  lettering,  and  writing. 
Plats  and  plans  may  be  original  draw¬ 
ings,  or  reproductions  made  by  the  “ditto 
process,”  or  by  blue  or  brown  line  litho¬ 
print,  if  such  reproductions  are  clear  and 
distinct. 

Derivation;  T.  D.  5671. 

§  189.97  Depiction  of  premises.  Plats 
must  show  the  outer  boundaries  of  the 
tax-paid  bottling  house  premises,  in  feet 
and  inches.  In  a  color  contrasting  with 
those  used  for  other  drawings  on  the  plat, 
and  must  contain  an  accurate  depic¬ 
tion  of  the  building  or  buildings  com¬ 
prising  the  premises,  and  any  driveway, 
public  highway,  or  railroad  right-of-way 
adjacent  thereto  or  connecting  there¬ 
with.  The  depiction  of  the  premises 
shall  agree  with  the  description  in  the 
notice.  Form  27-E.  If  the  premises  are 
separated  by  a  public  highway  or  railroad 
right-of-way,  and  the  tracts  of  land  com¬ 
prising  the  premises,  or  parts  thereof, 
abut  on  such  highway  or  right-of-way 
opposite  each  other,  the  different  tracts 
will  be  depicted  separately,  in  feet  and 
inches.  If  two  or  more  buildings  are  to 
be  used,  the  designated  name  of  each 
shall  be  indicated,  and  all  pipe  lines  or 
other  connections,  if  any,  between  the 
same  depicted.  Where  two  or  more 
buildings  are  used  for  the  same  purpose, 
the  name  of  each  such  building  shall 
include  an  alphabetical  designation,  be¬ 
ginning  with  “A”,  and  they  shall  be  so 
shown  on  the  plat.  All  first  floor  exte¬ 
rior  doors  of  each  building  on  the  prem¬ 
ises  will  be  shown  on  the  plat.  If  the 
tax-paid  bottling  house  consists  of  a 
room  or  a  floor  of  a  building,  an  outline  of 
the  building,  the  precise  location  and  di¬ 
mensions  of  the  room  or  floor,  and  the 
means  of  Ingress  from,  and  egress  to,  a 
public  street  or  yard  shall  be  shown.  Ex¬ 
cept  as  provided  in  §  189.103,  all  pipe 
lines  leading  to  or  from  the  premises,  the 
purpose  for  which  used,  and  points  of 
origin  and  termination  will  be  indicated 
on  the  plat. 

[Derivation:  T.  D.  6671. 

§  189.98  Contiguous  premises.  The 
plat  must  show  the  relative  location  of 
any  distillery.  Internal  revenue  bonded 
warehouse,  industrial  alcohol  plant,  in¬ 
dustrial  alcohol  bonded  warehouse,  or 
reclifying  plant,  or  other  premises  on 
which  liquors  are  manufactured,  stored 
or  sold,  contiguous  to  the  tax-paid  bot¬ 
tling  house  premises,  and  all  pipe  lines 
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and  other  connections,  If  any.  between 
them,  and  the  distance  they  are  from 
each  other.  The  outlines  of  such  con¬ 
tiguous  premises  and  the  tax-paid  bot¬ 
tling  house  premises  must  be  shown  in 
contrasting  colors. 

§  1S9.99  Floor  plans.  The  plans  shall 
Include  a  floor  plan  of  each  floor  of  each 
building,  showing  the  general  dimensions 
of  the  rooms  and  floors,  and  the  location 
of  all  doors,  windows,  and  other  open¬ 
ings,  and  how  such  openings  are  pro¬ 
tected.  If  a  portion  of  a  building  is  used, 
such  as  a  room  or  floor,  the  floor  plans 
will  include  only  that  portion,  and  shall 
also  show  the  means  of  ingress  and 
egress  to  the  street.  All  apparatus  and 
equipment  must  be  shown  in  their  exact 
location  on  the  floor  plans  and  their 
designated  use  indicated.  Pipe  lines  may 
be  shown,  if  desired.  In  the  case  of  water 
stills,  tanks,  and  similar  equipment,  the 
serial  number  and  capacity  shall  also  be 
shown. 

Derivation:  T.  D.  5671. 

§  189.100  Elcvational  flow  diagrams. 
Elevational  flow  diagiams  (plans)  shall 
be  submitted  covering  the  flow  of  spirits 
from  the  time  of  receipt  on  the  premises 
until  the  cased  spirits  are  removed  from 
the  bottling  room.  Such  diagrams  or 
plans  shall  clearly  depict  all  equipment 
in  its  relative  operating  sequence  and 
elevation  by  floors,  with  all  connecting 
pipe  lines,  valves,  flanges,  measuring 
devices,  and  attachments  for  Grovern- 
ment  locks.  The  elevation  by  floors  on 
the  diagrams  may  be  indicated  by  hori¬ 
zontal  lines  representing  floor  levels.  All 
major  equipment,  such  as  dump  tanks, 
bottling  tanks.  Alters,  etc.,  must  be  iden¬ 
tified  on  these  plans  as  to  number  and 
use.  The  elevational  flow  diagram  must 
be  so  drawn  that  all  fixed  pipe  lines, 
except  those  indicated  by  §  189.103,  may 
be  readily  traced  from  beginning  to  end. 
Other  types  of  drawings  that  clearly 
depict  the  information  required  by  this 
subpart  may  be  submitted  in  compliance 
with  this  section. 

Derivation:  T  D.  5671. 

§  189.101  Pipe  lines.  The  plans  shall 
show  pipe  lines,  if  any,'  connecting  the 
tax-paid  bottling  house  with  a  registered 
or  fruit  distillery  internal  revenue 
bonded  warehouse,  industrial  alcohol 
plant,  industrial  alcohol  bonded  ware¬ 
house,  bonded  winery,  and  rectifying 
plant,  for  the  transfer  of  tax-paid  spirits 
for  bottling.  The  plans  will  show  the 
relative  location  of  the  tax-paid  bottling 
house  and  the  premises  connected  by 
such  pipe  lines,  and  also  the  bottling 
tank  or  storage  tank  to  which  such 
pipe  lines  are  connected. 

(Sec.  2883,  I.  R.  C.) 

§  189.102  Pipe  lines  in  colors.  The 
fixed  pipe  lines  must  be  shown  on  the 
plans  in  the  colors  in  which  they  are 
required  to  be  painted,  as  follows: 

Black -  Spirits. 

White - Water. 

Aluminum _  Steam. 

Orange _ Air. 

Purple -  Refrigerants. 

§  189.103  Pipe  lines  exempted.  Ap¬ 
proved  public  or  private  utilities  service 
lines,  sucli  as  sewers,  electric  or  gas  con¬ 


duits  or  pipes,  and  approved  sprinkler, 
refrigeration,  or  heating  systems  which 
have  no  connection  with  equipment  used 
for  spirits,  need  not  be  showm  on  the 
plans,  provided  that  the  point  of  entry 
to  the  premises  shall  be  indicated  on 
the  plans. 

§  189.104  Certificate  of  accuracy. 
The  plat  and  plans  shall  bear  a  certi¬ 
ficate  of  accuracy  in  the  lower  right 
hand  corner  of  each  sheet  signed  by  the 
proprietor,  the  draftsman,  and  the  dis¬ 
trict  supervisor,  substantially  in  the 
following  form: 


(Name  of  proprietor) 
(Address) 

Approved: _ 

(Date) 

Accuracy  certified  by: 

(District  supervisor) 

(Name  and  capacity — 
for  the  proprietor) 

(Draftsman) 

TPBH  No . 


(Date) 

No _ 

Derivation:  T.  D.  5671. 
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§  189.105  Revised  plats  and  plans. 
The  sheets  of  revised  plats  and  plans 
shall  bear  the  same  number  as  the  sheets 
superseded,  but  will  be  given  a  new  date. 
Any  additional  plats  and  plans  shall  be 
given  a  new  number  in  consecutive  or¬ 
der,  or  will  be  otherwise  numbered  and 
lettered  in  such  manner  as  will  permit 
the  filing  of  the  plats  and  plans  in  proper 
sequence. 

Derivation:  T.  D.  5671. 


Subpart  J — Requirements  Governing 

Changes  in  Name,  Proprietorship,  Con¬ 
trol,  Location,  Premises,  and  Equip¬ 
ment 

§  189.110  General  requirement.  No¬ 
tice  in  writing  must  be  given  by  the  pro¬ 
prietor  to  the  district  supervisor  in  case 
of  any  change  in  the  location,  form,  ca¬ 
pacity,  ownership,  agency,  superintend¬ 
ency,  or  in  persons  interested  in  the 
business  of  the  tax-paid  bottling  house. 

§189.111  Procedure  applicable. 
Changes  in  the  individual  or  corporate 
name,  or  in  the  trade  name  or  style,  of 
the  proprietor,  and  changes  in  the  pro¬ 
prietorship,  control,  location,  premises, 
and  equipment  of  the  tax-paid  bottling 
house  shall  be  in  accordance  with  the 
procedure,  insofar  as  applicable,  pre¬ 
scribed  by  the  regulations  governing  such 
changes  in  connection  with  the  operation 
of  the  proprietor’s  distillery.  Regulations 
4  (26  CFR,  Part  183),  internal  revenue 
bonded  warehouse.  Regulations  10  (26 
CFR,  Part  185),  industrial  alcohol  plant 
or  industrial  alcohol  bonded  warehouse. 
Regulations  3  (26  CFR,  Part  182) :  Pro¬ 
vided,  That  where  the  proprietor  desires 
to  bottle  spirits  under  more  than  one 
trode  name  or  style  and  such  trade  name 
or  style  has  been  specified  on  an  approved 
Form  27-E,  and  has  also  been  specified 
on  the  proprietor’s  Federal  Alcohol  Ad¬ 
ministration  Act  permit  and  he  has 
secured  certificates  of  label  approval  or 
certificates  cf  exemption  from  label  ap¬ 


proval  for  the  labeling  of  spirits  under 
such  trade  name  or  style,  the  proprietor 
may  state  on  his  application  to  dump 
and  bottle.  Form  230,  his  desire  to  bottle 
and  label  the  spirits  covered  by  the  form 
under  such  trade  name  or  style,  and  upon 
approval  of  the  form  in  the  usual  man- 
ner,  he  may  so  bottle  and  label  the  par- 
ticular  spirits  without  filing  an  amended 
notice  on  Form  27-E  or  changing  the 
name  under  which  the  tax-paid  bottling 
house  is  then  qualified  and  operated. 
The  proprietor  will,  in  the  case  of 
changes  in  name,  proprietorship,  or  lo¬ 
cation,  also  comply  with  the  applicable 
provisions  of  the  regulations  governing 
special  (occupational)  taxes.  Regulations 
20  (26  CFR,  Part  194). 

Subpart  K — ^Requirements  Governing 

Operations  Under  Alternating  Pro- 

PRIETORSHIPS 

§  189.115  Qualification.  A  tax-paid 
bottling  house  may  be  operated  under 
alternating  proprietorships  for  the  bot¬ 
tling  of  spirits  or  as  a  bottling-in-bond 
department.  Where  it  is  desired  to  oper¬ 
ate  a  tax-paid  bottling  house  under 
alternating  proprietorships,  the  succes¬ 
sor  (lessee)  proprietor  must  qualify  as 
proprietor  of  the  tax-paid  bottling  house 
in  accordance  with  the  provisions  of 
Subpart  H.  At  the  time  of  the  first  sus¬ 
pension  of  the  tax-paid  bottling  house 
for  operation  under  an  alternating  pro¬ 
prietorship,  the  outgoing  (lessor)  pro¬ 
prietor  must  discontinue  operations  and 
file  W'ith  the  district  supervisor  an 
amended  notice  on  Form  27-E,  in  tripli¬ 
cate,  stating  thereon  the  purpose  of  the 
notice  to  be  “Temporary  discontinuance 
in  order  that  the  tax-paid  bottling  house 
may  be  operated  by  an  alternate  proprie¬ 
tor”  and  give  the  date  of  discontinuance. 

§  189.116  Suspension  and  subsequent 
alternate  proprietorships.  Where  an 
alternate  proprietor  desires  to  suspend 
operations  of  the  tax-paid  bottling  house 
preparatory  to  resumption  by  another 
alternate  proprietor,  he  must  file  Form 
1696,  after  proper  execution  of  Parts  1 
and  2,  through  the  storekeeper- gauger  in 
charge,  with  the  district  supervisor,  giv¬ 
ing  notice  of  intention  to  suspend  opera¬ 
tions.  Two  originals  and  six  copies  of 
the  form  shall  be  executed  and  filed  in 
accordance  with  the  various  lines  on  the 
form  and  the  instructions  printed 
thereon  or  issued  in  respect  thereto,  and 
as  required  by  this  part.  Form  1696  shall 
contain  or  be  verified  by  a  written  dec¬ 
laration  that  it  is  executed  under  the 
penalties  of  perjury.  Operations  may 
be  suspended  upon  approval  of  the  notice 
by  the  district  supervisor  in  accordance 
with  §  189.118. 

(Sec.  3309,  I.  R.  C.) 

§  189.117  Resumption  for  subsequent 
alternate  proprietorships.  Where  an 
alternate  proprietor  desires  to  resume 
operation  of  the  tax-paid  bottling  house 
following  suspension  by  another  alter¬ 
nate  proprietor,  he  must  file  Form  1696, 
after  proper  execution  of  Parts  1  and  2, 
through  the  storekeeper-gauger  in 
charge,  with  the  district  supervisor  for 
authority  to  resume  operations.  The 
notice  shall  be  executed  and  otherwise 
completed  as  provided  in  §  189.116. 
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5 189.118  Approval  and  disposition  of 
Form  1696.  Upon  receipt  of  Form  1696, 
the  district  supervisor  will,  if  he  finds 
that  the  notice  may  be  properly,  ap¬ 
proved.  execute  the  certificate  of 
approval  on  all  copies.  He  will  return 
four  copies  to  the  storekeeper-gauger  in 
charge,  forward  the  two  original  copies 
to  the  Commissioner  and  retain  two 
copies  for  his  file.  The  storekeeper- 
gauger  will  retain  two  copies  for  his  file, 
and  deliver  a  copy  to  each  proprietor. 

Subpart  L — Requirements  Governing 
Alternate  Operations  as  Bottling- 
In-Bond  Dep.artment  of  an  Internal 
Revenue  Bonded  Warehouse 

§  189.125  Procedure  applicable. 
Where  it  is  desired  to  operate  a  tax-paid 
bottling  house  alternately  as  a  bottling- 
in-bond  department,  the  procedure 
prescribed  by  Regulations  10  (26  CFR, 
Part  185),  will  be  followed  in  so  far  as 
applicable. 

Subpart  M — Action  by  District 
Supervisor 

§  189.130  Procedure  applicable.  The 
provisions  of  §§  189.77  to  189.80  respect¬ 
ing  the  action  required  of  district  super¬ 
visors  in  connection  with  the  original 
establishment  of  tax-paid  bottling 
houses  will  be  followed,  to  the  extent 
applicable,  where  there  is  a  change  in 
the  individual,  firm  or  corporate  name 
of  the  proprietor,  or  the  trade  name  or 
style,  the  proprietorship,  control,  loca¬ 
tion,  premises,  construction,  apparatus 
and  equipment  of  the  tax-paid  bottling 
house,  or  where  operations  are  perma¬ 
nently  discontinued. 

§  189.131  Examination  of  bottling 
tank.  The  district  supervisor  will  in 
every  case  detail  an  officer  to  examine 
carefully  each  bottling  tank  to  see  that 
It  is  constructed  in  strict  compliance 
with  this  part.  The  officer  will  test  the 
accuracy  of  the  scales  or  measuring  de¬ 
vice  required  to  be  provided  for  the  tank, 
and  if  it  is  found  that  the  same  is  not 
strictly  accurate,  or  if  any  portion  of  the 
equipment  does  not  conform  to  the  re¬ 
quirements  of  this  part,  he  will  not  rec¬ 
ommend  approval  of  the  tank  until  the 
proper  changes  are  made.  The  test  for 
accuracy  must  be  an  actual  one,  made 
in  accordance  with  the  provisions  of 
Regulations  15  (26  CFR,  Part  190). 

§  189.132  Approval  of  bottling  tank. 
When  the  officer  detailed  to  examine  the 
bottling  tank  or  tanks  is  satisfied  that 
the  same  and  the  attachments  thereto 
are  properly  constructed,  and  that  the 
scales  or  measuring  devices  are  accurate, 
he  will  so  report,  to  the  district  super¬ 
visor,  in  wTiting,  and  will  securely  attach 
to  each  such  tank  a  certificate  on  Form 
244.  No  tank  or  attachment  thereto 
shall  be  used  until  such  certificate  has 
been  attached  and  the  tank  and  attach¬ 
ments  thereto  have  been  approved. 

Subpart  N — Instruments 

5  189.140  General  requirements.  Pro¬ 
prietors  must  provide  themselves  with 
proper  instruments  for  gauging  or  de¬ 
termining  the  alcoholic  content  of  spirits 
and  wines. 

5 189.141  Standard  hydrometer  set. 
^r  use  in  determining  the  proof  of  dis¬ 


tilled  spirits  and  rectified  spirits  to  which 
saccharine  or  other  solid  matter  has  not 
been  added,  proprietors  will  provide 
themselves  with  the  standard  hydrom¬ 
eter  set,  consisting  of  cup  with  ther¬ 
mometer  and  the  necessary  stems. 

§  189.142  Ebulliometer.  Except  as 
provided  in  §  189.260,  proprietors  will 
provide  themselves  with  an  approved 
ebulliometer  or  a  small  still  for  use  in 
determining  the  alcoholic  content  of 
blended  w^hiskies  containing  sherry  wine, 
prune  juice,  caramel,  glycerine,  etc.,  and 
of  wines,  cordials,  liqueurs,  and  other 
rectified  products  containing  saccharine 
or  other  solid  matter.  The  following 
ebulliometers  have  been  approved  by 
the  Commissioner  for  use  in  determining 
the  alcoholic  content  of  such  products: 
Salleron-Dujardin,  Juerst,  Lefco,  Braun,* 
E.  B.  Torino  (W'ith  shield),  “TAG”  (with 
shield),  Malligand  Type  (with  shield), 
L’Ebulliometer  Levesque  (with  shield), 
and  Arnaldo-Sala  (with  shield).  The 
E.  B.  Torino,  “TAG”,  Malligand  Type, 
L’Ebulliometer  Levesque,  and  Arnalcio- 
Sala  have  been  approved  subject  to  the 
condition  that  they  will  be  used  in 
connection  with  a  shield  to  protect  them 
from  drafts  or  air  currents. 

§  189.143  Other  instruments.  The 
Commissioner  may  authorize  the  use  of 
other  equally  accurate  instruments  for 
determining  the  alcoholic  content  by  vol¬ 
ume  of  such  blended  w^hiskies,  and  of 
wines,  cordials,  liqueurs,  and  similar 
products. 

§  189.144  Accuracy  of  instruments  to 
be  checked.  Government  officers  will 
from  time  to  time  check  the  accuracy  of 
all  instruments  used  at  tax-paid  bottling 
houses,  and  will  be  furnished  suitable 
necessary  instruments  for  that  purpose. 
Great  care  must  be  taken  in  testing  the 
instruments  in  order  to  get  correct  re¬ 
sults.  The  use  of  other  than  standard 
instruments  by  storekeeper-gaugers  is 
prohibited.  Instructions  for  use  of  the 
standard  hydrometer  set  and  of  small 
stills  (or  W'ine  sets)  will  be  found  in  the 
Gauging  Manual  (26  CFR,  Part  186)  and 
in  Regulations  7  (26  CFR,  Part  178), 
respectively.  Ebulliometers  will  be  tested 
in  accordance  with  the  instructions  fur¬ 
nished  with  the  instruments.  Instruc¬ 
tions  for  the  use  of  approved  ebulliom¬ 
eters  will  be  found  in  the  Appendix  to 
Part  178  of  this  Chapter.  , 

Subpart  O — Action  by  Commissioner 

§  189.150  Procedure  applicable.  The 
action  by  the  Commissioner  in  connec¬ 
tion  with  the  establishment,  and  changes 
subsequent  to  establishment,  of  tax-paid 
bottling  houses  will  be  in  accordance 
with  the  procedure,  insofar  as  applicable, 
prescribed  by  the  regulations  governing 
the  establishment,  and  changes  subse¬ 
quent  to  establishment,  or  the  propri¬ 
etor’s  distillery.  Regulations  4  (26  CFR, 
Part  183) ,  internal  revenue  bonded  ware¬ 
house,  Regulations  10  (26  CFR,  Part 
185),  industrial  alcohol  plant,  or  indus¬ 
trial  alcohol  bonded  warehouse.  Regu¬ 
lations  3  (26  CFR,  Part  182). 

Subpart  P — Plant  Operation 

§  189.155  Restrictions.  No  operations 
pertaining  to  transferring  of  spirits 
from  tank  cars  to  storage  or  ’oottling 


tanks,  gauging  and  dumping  of  spirits 
for  bottling,  bottling,  or  shipping,  shall 
be  carried  on  at  a  tax-paid  bottling  house 
during  other  than  regular  business 
hours,  unless  special  permission  is  first 
obtained  therefor  from  the  district  su¬ 
pervisor. 

§  189.156  Operations  after  regular 
hours.  The  district  supervisor  will  ordi¬ 
narily  restrict  operations  at  a  tax-paid 
bottling  house  to  regular  business  hours, 
unless  it  should  be  found  necessary,  upon 
a  proper  showing  by  the  proprietor,  to 
permit  operations  after  such  hours  to 
meet  seasonable  demands  or  temporary 
emergency  conditions.  The  proprietor 
may,  however,  in  the  discretion  of  the 
district  supervisor,  be  authorized  to  bot¬ 
tle  after  regular  business  hours  spirits 
which  are  transferred,  in  accordance 
with  the  procedure  prescribed  in  this 
subpart  to  bottling  tanks  during  such 
hours,  provided  that  the  bottled  spirits 
are  kept  on  the  premises  until  the  follow¬ 
ing  day. 

Subpart  Q — Commencement  of 
Operations 

§  189.160  Supervision  of  operations. 
The  operations  of  tax-paid  bottling 
houses  will  be  conducted  under  the 
general  supervision  of  the  storekeeper- 
gauger  in  charge  of  the  distillery,  inter¬ 
nal  revenue  bonded  warehouse,  indus¬ 
trial  alcohol  plant,  or  alcohol  bonded 
warehouse  to  which  the  tax-paid  bottling 
house  is  appurtenant:  Provided,  That 
where  the  tax-paid  bottling  house  is  con¬ 
tiguous  to  a  rectifying  plant,  the  store¬ 
keeper-gauger  assigned  to  the  rectifying 
plant  may  be  charged  with  the  duty  of 
supervising  the  operations  of  the  tax- 
paid  bottling  house. 

§  189.161  Examination  of  bottling 
house.  The  storekeeper-gauger  charged 
with  the  duty  of  supervising  the  opera¬ 
tions  of  a  tax-paid  bottling  house  will, 
prior  to  the  commencement  of  opera¬ 
tions,  carefully  examine  the  premises  and 
equipment  and  determine  that  they  con¬ 
form  to  this  part. 

Subpart  R — Receipt  of  Spirits 

§  189.165  Tax-paid  liquors  only.  Only 
spirits,  including  wines,  cordials,  liqueurs, 
etc,,  that  have  been  tax-paid  at  the  rates 
provided  by  law  may  be  received  at  a  tax- 
paid  bottling  house. 

FROM  premises  OTHER  THAN  RECTIFYING 
PLANTS 

§  189.166  Deposit  in  bottling  house. 
When  spirits  are  received,  they  must  be 
deposited  in  the  tax-paid  bottling  house. 
When  spirits  are  received  in  a  railroad 
tank  car,  or  by  pipe  line  they  must  be 
transferred  or  conveyed  into  storage 
tanks,  or  into  bottling  tanks.  When 
spirits  are  transferred  into  or  out  of  stor¬ 
age  tanks,  the  Government  officer  shall 
open  and  close  the  Government  locks,  but 
it  shall  be  the  duty  of  the  proprietor  to 
manipulate  the  stopcocks  or  valves  con¬ 
trolling  the  flow  of  the  spirits.  The  Gov¬ 
ernment  officer  will  keep  a  memorandum 
record  of  the  quantities  of  spirits  entered 
into  and  withdrawn  from  each  storage 
tank  by  dates,  in  order  that  he  may  de¬ 
termine  that  only  lawful,  tax-paid  spirits 
are  received  and  withdrawn  from  such 
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Form  703-A,  1440  or  1520,  as  the  case  may 
be,  for  attachment  to  each  such  tank, 
and  note  thereon  the  quantity  run  in 
each  tank.  The  requirements  of  this 
section  shall  not  preclude  bottling  of  the 
spirits  prior  to  receipt  of  Forms  703-A, 
1520  or  1440  when  the  spirits  are  received 
by  tank  car. 

(Sec.  2883,  I.  R.  C.) 

FROM  RECTIFYING  PLANTS 

§  189.171  Deposit  in  bottling  house. 
When  spirits  are  received,  the  same  must 
be  deposited  in  the  tax-paid  bottling 
house.  Where  a  rectifying  plant  and  a 
tax-paid  bottling  house  are  operated  on 
contiguous  premises,  the  district  super¬ 
visor  may,  in  his  discretion,  authorize 
the  installation  of  a  pipe  line  for  the 
transfer  of  spirits  on  which  the  rectifi¬ 
cation  tax  (if  any  is  due)  has  been  paid, 
from  the  bottling  tanks  in  the  rectify¬ 
ing  plant  to  the  bottling  tanks  in  the 
tax-paid  bottling  house. 

(Sec.  2883,  I.  R.  C.) 


attachment  to  each  such  tank,  and  note 
thereon  the  quantity  run  into  each  tank. 

MIXING  IN  STORAGE  TANKS 

§  189.174  Mixing  of  different  spirits 
prohibited.  Spirits  received  in  tank  cars 
or  by  pipe  line  and  which  were  produced 
from  different  materials,  or  by  two  or 
more  distillers,  or  which  differ  in  kind 
according  to  the  standards  of  identity 
established  under  the  Federal  Alcohol 
Administration  Act  (27  U.  S.  C.  sec.  205 
(e)  (f) ),  or  which  are  otherwise  hetero¬ 
geneous.  may  not  be  mingled  in  a  stor¬ 
age  tank. 

(Sec.  2833,  3254  (g),  I.  R.  C.;  27  U.  S.  C.  sec. 
205  (e)  (f)) 

RECORD  OF  RECEIPTS 

§  189.175  Record,  Form  52-D.  The 
proprietor  shall  enter  on  his  monthly 
record.  Form  52-D,  all  distilled  spirits. 
W’ines,  and  other  liquors  received  at  the 
tax-paid  bottling  house. 

Subpart  S — Dumping  and  Bottling 
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tanks.  Distilled  spirits  may  be  received 
in  tank  cars  at  a  tax-paid,  bottling  house 
only  where  the  bottling  house  is  equipped 
with  suitable  railroad  siding  facilities. 

§  189.167  Certificate  of  tax-payment. 
Form  1595.  Where  distilled  spirits  are 
received  in  a  tank  car  at  a  tax-paid 
bottling  house,  the  proprietor  shall  at 
the  time  the  car  is  emptied  scalp  the 
certificate  of  tax-payment.  Form  1595, 
by  cutting  out  all  of  that  portion  of  the 
certificate  within  the  border.  The  pro¬ 
prietor  shall  then  send  the  scalped  por¬ 
tion  of  the  certificate  to  the  supervisor 
of  the  district  in  which  the  proprietor 
Is  located,  and  shall  obliterate  the  re¬ 
mainder  of  the  certificate. 

§  189.168  Absence  of  Form  1595  to  be 
reported.  If  the  tank  car  is  received 
without  the  certificate  attached  thereto, 
the  proprietor  shall  note  such  fact  on 
the  bill  of  lading  (if  any)  or  Form  1520 
or  1440,  as  the  case  may  be.  covering 
such  tank  car  and  immediately  notify 
the  district  supervisor,  who  will  cause 
such  inquiry  to  be  made  respecting  the 
shipment  and  receipt  of  the  car  as  he 
may  deem  appropriate.  Where  a  tank 
car  with  the  certificate  missing  is  re¬ 
ceived  at  a  tax-paid  bottling  house,  the 
storekeeper-gauger  will  furnish  a  com¬ 
plete  report  to  the  district  supervisor. 

§  189.169  Comparison  of  scalped  cer¬ 
tificate  with  application.  The  district 
supervisor  will  compare  the  scalped  cer¬ 
tificate  of  tax-payment.  Form  1595,  with 
the  copy  of  the  application  therefor. 
Form  1594,  forwarded  to  him  by  the 
collector  at  the  time  Form  1595  was 
issued.  The  certificate  and  the  applica¬ 
tion  w’ill  be  compared  as  to  names  of 
vendor  and  vendee,  number  of  gallons, 
amount  of  tax,  etc.,  and  any  discrepancy 
will  be  investigated.  The  district  super¬ 
visor  will  then  send  the  copy  of  the 
application  to  the  Commissioner,  and. 
where  there  is  a  discrepancy,  a  report  of 
his  findings  relative  thereto. 

§  189.170  Attachment  of  Forms  703- 
A,  1440  and  1520  to  tanks.  When  spirits 
received  in  a  tank  car  or  by  a  pipe  line 
are  run  into  a  storage  tank,  the  report 
of  gauge,  Form  1520,  in  the  case  of  dis¬ 
tilled  spirits  other  than  alcohol,  and 
Form  1440  in  the  case  of  alcohol,  or 
Form  703-A  in  the  case  of  wine,  sent  to 
the  proprietor  of  the  tax -paid  bottling 
house  by  the  shipper,  shall  be  attached 
to  such  storage  tank.  The  proprietor 
shall  enter  the  date  and  quantity  of  re¬ 
movals  from  the  storage  tank  in  a  blank 
space  on  such  form.  The  form  shall  be 
kept  on  the  tank  until  such  time  as  the 
quantity  covered  by  the  form  has  been 
withdrawn  from  the  tank.  The  form 
shall  then  be  filed  by  the  proprietor, 
available  for  inspection  by  Government 
officers.  If  the  spirits  are  transferred 
directly  from  the  tank  car  or.  by  a  pipe 
line  into  a  bottling  tank,  the  proprietor 
shall  make  a  note  to  that  effect  on  the 
form,  and  attach  it  to  the  tank.  Upon 
completion  of  the  bottling.  Forms  7C3-A, 
1440  or  1520,  as  the  case  may  be,  will  be 
filed  by  the  proprietor.  Where  the  en¬ 
tire  quantity  of  spirits  received  is  run 
into  more  than  one  storage  tank,  or  into 
more  than  one  bottling  tank,  the  pro¬ 
prietor  will  prepare  additional  copies  of 


§  189.172  Extra  copy  of  Form  230  or 
Form  237.  When  rectified  spirits  are 
authorized  to  be  transferred  by  pipe  line 
from  a  rectifying  plant  to  a  tax-paid 
bottling  house  on  contiguous  premises, 
an  extra  copy  of  Form  237  will  be  pre¬ 
pared  by  the  rectifier  and  the  same  will 
be  fully  executed  in  the  same  manner  as 
the  original  Form  237,  including  the 
storekeeper-gauger’s  certificate  of  tax- 
payment,  if  the  spirits  are  subject  to  the 
rectification  lax;  or  the  storekeeper- 
gauger’s  certificate  of  exemption  from 
the  rectification  tax,  if  the  spirits  are  not 
subject  to  such  tax.  When  spirits  other 
than  rectified  spirits  are  to  be  so  trans¬ 
ferred,  an  extra  copy  of  Form  230  will 
be  fully  executed  in  the  same  manner  as 
the  original  Form  230  prepared  by  the 
rectifier.  Upon  completion  of  the  trans¬ 
fer  of  spirits  to  the  tax-paid  bottling 
house,  the  rectifier  shall  enter  under  the 
certificate  of  cases  filled  on  all  copies  of 
Form  237  or  Form  230,  a  statement  that 
the  spirits  described  on  the  reverse  side 
of  the  form  have  been  transferred  by 

pipe  line  to  bottling  tank  No. _ in 

the  contiguous  tax-paid  bottling  house 

operated  by _ , 

together  with  the  date  of  transfer.  When 
Form  230  authorizing  the  bottling  of 
such  spirits  has  been  approved  by  the 
storekeeper-gauger  at  the  tax-paid  bot- 
tTlng  house,  the  serial  number  of  such 
Form  230  will  be  noted  by  the  rectifier 
on  all  copies  of  Form  237  or  Form  230, 
as  the  case  may  be. 

§  189.173  Attachment  of  Forms  230  or 
237  to  bottling  tanks.  When  spirits  are 
received  by  pipe  line  from  a  rectifying 
plant  and  run  into  a  bottling  tank,  the 
copy  of  Form  230  or  Form  237  received 
from  the  rectifier  .will  be  securely  at¬ 
tached  by  means  of  a  staple,  eyelet,  or 
similar  device,  to  a  copy  of  the  Form  230 
prepared  by  the  proprietor  of  the  tax- 
paid  bottling  house  as  evidence  that  the 
proper  tax  on  the  spirits  described  there¬ 
in  has  been  paid  and  both  forms  will  be 
attached  to  the  bottling  tank.  Where 
the  spirits  are  run  into  more  than  one 
bottling  tank,  the  proprietor  of  the  tax- 
paid  bottling  house  will  prepare  addi¬ 
tional  copies  of  Forms  230  or  237  for 


§  189.185  Application,  Form  230.  Pro¬ 
prietors  of  tax-paid  bottling  houses  de¬ 
siring  to  bottle  tax-paid  spirits  will 
execute  application  on  Form  230,  in 
duplicate,  giving  all  of  the  data  called 
for  by  the  form  as  indicated  by  the 
headings  of  the  various  columns  and 
lines  and  the  instructions  printed  there¬ 
on  or  issued  in  respect  thereto  and  as 
required  by  this  part.  The  proprietor 
will  enter  on  Form  230  the  details  of 
the  withdrawal  gauge  for  taxpayment 
w’hen  packages  of  spirits  are  to  be 
dumped  for  bottling,  or  when  liqueurs  or 
cordials  are,  authorized  to  be  bottled 
from  the  original  package,  as  provided  in 
§  189.196;  or  when  spirits  received  in  a 
tank  car  or  by  pipe  line  are  conveyed 
directly  into  one  bottling  tank.  When 
spirits  received  in  a  tank  car  or  by  pipe 
line  are  conveyed  directly  into  one  or 
more  bottling  tanks,  or  where  spirits 
are  withdrawn  from  a  storage  tank  and 
run  into  one  or  more  bottling  tanks,  the 
proprietor  will  enter  on  a  separate  Form 
230  the  details  of  gauge  of  each  bottling 
tank  giving  all  applicable  information. 
An  actual  gauge  of  the  spirits  wdll,  how¬ 
ever,  be  made  in  any  case  before  the 
bottling  begins,  and  the  details  of  such 
gauge  will  also  be  entered  on  Form  230, 
as  provided  in  §§  189.195  and  189.196. 
Except  as  permitted  in  §  189.197,  the 
proof  of  spirits  shall  be  adjusted  to  a 
w^hole  degree  of  proof  preparatory  to 
bottling.  Adjusting  the  proof  to  tenths 
of  a  degree,  either  above  or  below  the 
whole  or  complete  degree,  will  not  be 
permitted:  Provided,  That  when  spirits 
are  being  prepared  for  bottling  and  are 
to  be  bottled  and  labeled  in  tenths  of 
a  degree  of  proof,  such  as  86.4,  the  proof 
of  the  spirits  shall  be  adjusted  to  such 
tenths  of  a  degree  of  proof.  The  proof 
in  each  instance  shall  be  verified  as  to 
accuracy  by  the  Government  officer. 
Each  Form  230  will  be  given  a  serial 
number  beginning  with  “1”  for  the  first 
day  of  January  of  each  year  and  running 
consecutively  thereafter  to  December  31, 
inclusive.  A  separate  application  on 
Form  230  must  be  prepared  for  each 
tank  of  tax-paid  spirits  to  be  bottled. 
(Sec.  2883,  I.  R.  C.) 
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§  189.186  Distiller's  original  pack- 
ages.  Where  the  spirits  to  be  dumped 
are  contained  in  distiller’s  original  pack¬ 
ages,  tbe  proprietor  will  cut  out  with 
a  sharp  instrument  that  portion  of  each 
tax-paid  stamp  upon  which  is  shown 
the  serial  number  of  the  stamp,  the 
date,  the  name  of  the  distiller  or  ware¬ 
houseman,  the  proof  gallons,  and  the 
serial  number  of  the  package.  The 
scalped  portions  of  the  stamps  will  be 
securely  attached  by  means  of  a  staple, 
eyelet,  or  similar  device,  to  a  slip  of 
paper  in  such  manner  that  the  data 
thereon  may  be  readily  examined,  and 
such  slip  of  paper  bearing  the  cut-out 
portions  of  the  stamps  will  be  securely 
attached  to  the  original  Form  230. 
Derivation;  T.-D.  6541. 

§  189.187  Rectified  spirits.  If  pack¬ 
ages  of  rectified  spirits  are  to  be  dumped, 
that  portion  of  each  rectified  spirits 
stamp  showing  the  serial  number,  the 
date,  the  name  of  the  rectifier,  the  proof 
gallons,  the  class,  and  the  district  and 
State,  will  be  cut  out  and  attached  to 
the  original  Form  230  in  the  same  man¬ 
ner  as  tax-paid  stamps. 

§  189.188  Imported  spirits.  Where 
packages  of  imported  spirits  are  to  be 
dumped,  that  portion  of  each  customs 
stamp  showing  the  kind  of  spirits,  the 
serial  number,  date  of  issue,  name  of 
the  importer,  proof  gallons,  and  the 
name  and  district  of  the  collector  of 
customs,  will  be  cut  out  and  attached 
to  the  original  Form  230  in  the  same 
manner  as  tax-paid  stamps. 

§  189.189  Unstamped  spirits.  When  a 
stamp  has  been  lost  or  mutilated  by -ac¬ 
cident  so  that  the  required  portion 
thereof  camiot  be  returned,  an  affidavit 
setting  forth  all  the  facts  in  the  case 
will  be  made  by  the  proprietor  and  at¬ 
tached  to  each  copy  of  Form  230.  Where 
spirits  are  received  in  a  tank  car  bearing 
a  certificate  of  tax  payment.  Form  1595, 
or  spirits  are  received  by  pipe  line,  or 
where  spirits  in  stamped  bottles  are  to 
be  dumped,  an  explanatory  statement 
will  be  made  in  the  columns  provided  for 
the  description  of  stamps  on  Form  230, 

as  “Form  1595,  Serial  No. _ _  dated 

_ heretofore  submitted,” 

or  “Form  1520,  dated - - 

_ ,  pipe  line  transfer  on  Form 

1595,  Serial  No. _ ,”  or  “Form  1440, 

dated _ _  pipe  line  trans¬ 


fer  on  Form  1595,  Serial  No. _ ,”  or 

“See  Form  230,  Serial  No. - ,  dated 


- ,”  or  “See  Form  237, 

Serial  No. _ _  dated _ .' _ ,” 

or  “In  Stamped  Bottles,”  as  the  case  may 
be. 

§  189.190  Wines.  Since  it  is  imprac¬ 
ticable  to  scalp  wine  stamps,  the  pro¬ 
prietor  w'ill,  whenever  w’ines  are  to  be 
dumped  from  properly  stamped  contain¬ 
ers,  certify  to  such  fact  by  wTiting  the 
words  “Wine  stamps  attached  to  the  con¬ 
tainers”  in  the  columns  provided  for  the 
description  of  stamps  on  Form  230,  If 
the  wine  to  be  dumped  is  in  a  tank  car, 
storage  tank,  bottles,  or  other  container 
to  which  wine  stamps  representing  the 
tax  are  not  attached,  a  statement  ex¬ 
plaining  the  absence  of  the  stamps  will 
be  attached  to  one  copy  of  Form  230. 
Derivation:  T,  D.  5541. 
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5  189.191  Statement  of  Government 
officer.  Where  scalped  portions  of  the 
stamps  are  not  attached  to  Form  230, 
the  storekeeper-gauger  charged  with  the 
duty  of  supervising  the  operations  at  the 
tax-paid  bottling  house  will  attach  to 
each  copy  of  Form  230  a  statement,  over 
his  signature,  setting  forth  the  reasons 
why  the  scalped  portions  of  the  stamps 
are  not  attached. 

§  189.192  Approval  by  storekeeper- 
gauger.  The  proprietor  will  submit  both 
copies  of  Form  230  for  the  approval  of 
the  storekeeper-gauger  assigned  to  su¬ 
pervise  operations  at  the  tax-paid  bot¬ 
tling  house.  When  packages  of  spirits 
are  to  be  dumped  for  bottling,  the  store¬ 
keeper-gauger  will  examine  the  pack¬ 
ages  described  in  the  application  and  the 
scalped  portions  of  tax-paid  stamps,  or 
the  affidavit  or  statement  in  lieu  there¬ 
of.  When  spirits  are  received  by  pipe 
line  from  contiguous  premises  (other 
than  rectifying  plants)  or  by  tank  car 
and  are  conveyed  directly  into  bottling 
tanks,  the  storekeeper-gauger  will  com¬ 
pare  the  kind  and  quantity  described  in 
the  application  with  the  kind  and  quan¬ 
tity  reported  tax-paid  on  the  withdrawal 
gauge  for  taxpayment  (Form  703-A,  1440 
or  1520,  as  the  case  may  be).  When 
spirits  are  received  by  pipe  Jine  from 
contiguous  rectifying  plants  and  are 
conveyed  directly  into  bottling  tanks,  the 
storekeer>er-gauger  will  compare  the 
kind  and  quantity  described  in  the  appli¬ 
cation  with  the  kind  and  quantity  re¬ 
ported  transferred  on  Form  237  or  230, 
as  the  case  may  be,  attached  to  a  copy 
of  Form  230  submitted  by  the  proprietor. 
The  serial  number  of  the  copy  of  Form 
230  or  Form  237,  received  from  the  recti¬ 
fier,  will  be  noted  by  the  proprietor  on 
both  copies  of  Form  230  prepared  by 
him.  Where  spirits  to  be  bottled  have 
been  transferred  from  storage  tanks  to 
bottling  tanks,  the  storekeeper-gauger 
will  compare  the  kind  and  quantity  de¬ 
scribed  in  the  application  with  the  kind 
and  quantity  reported  withdrawn  on 
Form  703-A,  1440  or  1520,  as  the  case 
may  be,  attached  to  the  storage  tank. 
If  the  storekeeper-gauger  finds  that  the 
spirits  to  be  bottled  are  as  described  and 
have  been  lawfully  tax-paid,  and  the 
forms  are  properly  prepared,  he  will  ex¬ 
ecute  his  certificate  and  the  authoriza¬ 
tion  for  bottling,  and  return  both  copies 
to  the  proprietor. 

(Sec.  2883,  I.  R.  C.) 

§  189.193  Locking  of  bottling  tank. 
When  the  proprietor  desires  to  transfer 
spirits  to  a  bottling  tank,  and  the  inlet 
thereof  is  locked,  he  will  "request  the 
Government  officer  to  unlock  the  inlet 
of  the  tank  to  permit  the  transfer  of  the 
spirits  thereto.  At  the  time  of  opening 
the  inlet  to  the  bottling  tank,  the  Gov¬ 
ernment  officer  w  ill  lock  the  outlet  there¬ 
of,  which  must  remain  Jocked  until  the 
spirits  have  been  transfwred  to  the  tank, 
the  inlet  locked  and  the  quantity  of 
spirits  in  the  tank  determined.  The  inlet 
of  the  bottling  tank  will  remain  locked 
until  all  spirits  within  the  tank  have 
been  bottled  and  the  outlet  has  been 
locked. 

§  189.194  Transfer  of  packages  of 
spirits  to  bottling  tank.  Upon  approval 
of  Form  230  by  the  storekeeper-gauger. 


as  provided  in  §  189.192,  the  proprietor 
will,  In  the  case  of  packages,  dump  the 
spirits  and  run  them  Into  an  approved 
bottling  tank. 

§  189.195  Bottling  tank  gauge.  The 
proprietor  will  make  an  actual  gauge  of 
the  spirits  in  the  bottling  tank  after 
they  have  been  reduced  to  bottling  proof 
where  such  reduction  is  permissible,  and 
before  they  are  released  by  the  Govern¬ 
ment  officer  for  bottling,  and  the  details 
of  such  gauge  (corrected  to  volume  in 
accordance  with  the  provisions  of  the 
Gauging  Manual  (26  CFR,  Part  186)) 
w’ill  be  entered  In  the  space  provided 
therefor  on  all  copies  of  Form  230;  and 
one  copy  of  the  form  will  be  attached 
to  the  bottling  tank. 

5  189.196  Bottling  tank  to  be  used. 
All  spirits  bottled  at  a  tax-paid  bottling 
house  must  be  bottled  from  approved 
bottling  tanks;  Provided.  That  the  dis¬ 
trict  supervisor  may  authorize  the  bot¬ 
tling  from  the  original  package  of 
liqueurs  and  cordials  which  it  is  imprac¬ 
ticable  to  bottle  from  an  approved  bot¬ 
tling  tank.  Where  liqueurs  or  cordials 
are  authorized  to  be  bottled  from  the 
original  package,  the  proprietor  will 
gauge  such  liqueurs  or  cordials  before 
the  bottling  begins  and  enter  the  details 
thereof  on  all  copies  of  Form  230. 

(Sec.  2829,  I.  R.  C.) 

Derivation:  T.  D.  5002. 

§  189.197  Reduction  of  tax-paid  recti¬ 
fied  spirits  prohibited.  The  reduction  in 
proof  or  the  increasing  in  volume,  at  a 
tax-paid  bottling  house,  of  rectified 
spirits  on  which  the  rectification  tax  has 
been  paid  is  prohibited  by  law.  How-- 
ever,  the  restoration  to  the  original 
proof  and  volume  of  rectified  spirits  upon 
w'hich  the  rectification  tax  has  been  paid, 
by  the  addition  of  water,  preparatory  to 
bottling,  shall  not  be  deemed  a  reduction 
In  proof  or  an  increase  in  volume  W’ithin 
the  meaning  of  section  2801  (b)  of  the 
Internal  Revenue  Code.  Liqueurs  and 
cordials  upon  which  the  tax  imposed  by 
section  3030  (a)  of  the  Internal  Revenue 
Code  has  been  paid,  may  not  be  reduced 
in  proof  or  increased  in  volume,  nor  may 
wines  be  increased  In  volume  or  in  taxa¬ 
ble  grade,  at  a  tax-paid  bottling  house. 
Section  2801  (b)  of  the  Internal  Revenue 
Code  is  not  applicable  to  the  reduction  of 
imported  spirits  rectified  abroad,  or  of 
spirits  rectified  in  Puerto  Rico,  the 
Virgin  Islands,  or  of  domestically  recti¬ 
fied  spirits  exempt  from  rectification  tax. 
(Sec.  2801  (b),  I,  R.  C.) 

Derivation:  T.  D.  5465. 

I  189.19?  Mingling  of  different  spirits 
prohibited.  Different  kinds  of  spirits 
may  not  be  mixed  together  at  a  tax- 
paid  bottling  house.  Spirits  of  the  same 
composition,  produced  at  approximately 
the  same  proof  by  the  same  distiller  at 
the  same  distillery,  and  differing  in  age 

(a)  not  more  than  6  months  in  the  case 
of  spirits  more  thah  2  years  of  age, 

(b)  not  more  than  60  days  In  the  case 
of  spirits  more  than  1  year  and  not  more 
than  2  years  of  age,  or  (c)  not  more 
than  30  days  in  the  case  of  spirits  1  year 
of  age  or  less,  packaged  in  the  same 
kind  of  cooperage  and  stored  under  the 
same  conditions,  will  be  presumed  to  be 
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homogeneous,  and  may  be  dumped  to¬ 
gether  in  a  tax-paid  bottling  house  for 
convenience  in  bottling.  Where  it  is 
desired  to  mingle  together  for  conven¬ 
ience  in  bottling  spirits  falling  within 
more  than  one  of  the  age  categories 
specified,  the  difference  in  age  allow¬ 
able  shall  be  determined  according  to 
the  age  of  the  younger  spirits.  For  ex¬ 
ample,  if  spirits  not  over  1  year  of  age 
are  mingled  with  spirits  more  than  1 
year  old,  the  spirits  must  not  vary  in 
age  more  than  30  days.  Packages  of 
blended  or  rectified  spirits  filled  from 
the  same  blend  or  rectification,  or  from 
different  blends  or  rectifications  made 
with  precisely  the  same  spirits  under 
the  same  formula,  packaged  in  the  same 
kind  of  cooperage,  and  stored  under  the 
same  conditions,  will  likewise  be  pre¬ 
sumed  to  be  homogeneuos,  and  may  be 
dumped  together  for  convenience  in 
bottling.  Spirits  distilled  from  the 
same  materials  at  190  degrees  of  proof 
or  over  will  also  be  presumed  to  be 
homogeneous  and  may  be  dumped  to¬ 
gether  for  convenience  in  bottling. 
Spirits  which  have  been  subjected  to  a 
quick-aging  process  may  not  be  mixed 
with  spirits  which  have  not  been  quick- 
aged  and  are  not  homogeneous,  nor  may 
spirits  which  have  been  stored  in  differ¬ 
ent  kinds  of  cooperage  or  under  differ¬ 
ent  conditions  and  are  of  different  com¬ 
position  or  character  be  mixed  together 
for  bottling. 

(Sec.  3254  (g).  I.  R.  C.) 

§  189.199  Testing  of  spirits  dumped  to¬ 
gether  for  bottling.  Whenever  there  is 
doubt  as  to  whether  the  dumping  to¬ 
gether  of  the  contents  of  two  or  more 
containers  of  spirits  is  permissible,  that 
is,  whether  the  spirits  are  of  the  same 
composition  and  are  homogeneous,  a 
sample  of  each  component  of  the  pro¬ 
posed  mixture  should  be  compared  with 
a  sample  of  the  final  mixture  by  chemi¬ 
cal  analysis  and  by  taste,  color,  and  other 
tests  to  ascertain  whether  the  mixture  is 
homogeneous  with  each  of  its  component 
parts.  The  regular  dumping  together  of 
spirits  of  different  ages,  or  different 
blends  or  rectifications,  at  the  time  of 
bottling  is  indicative  of  blending  (recti¬ 
fication).  The  district  supervisor  will 
make  appropriate  inquiry  where  such 
dumping  is  done  pursuant  to  Form  230  to 
determine,  whether  the  mass  of  spirits 
dumped  together  is  homogeneous  with 
each  of  its  component  parts. 

§  189.200  Permissible  filtration.  Fil¬ 
tering  which  consists  of  merely  removing 
foreign  substances,  such  as  particles  of 
char.  wood,  dirt,  or  other  extraneous 
solid  matter,  that  have  got  into  the  spir¬ 
its  since  manufacture,  and  which  does 
not  change  the  original  character  of  the 
spirits  through  removal  of  congeneric 
substances,  or  change  the  composition  of 
the  spirits,  may  be  done  at  tax-paid  bot¬ 
tling  houses,  since  such  filtering  does  not 
constitute  rectification. 

§  189.201  Use  of  filter-aids.  Filter- 
aids  may  be  used  at  tax-paid  bottling 
houses  only  when  they  do  not  change  the 
original  character  or  composition  of  the 
spirits,  either  by  the  abstraction  of  any 
essential  constituent  or  the  addition  of 
any  substance. 


§  189.202  Prohibited  filtration.  Any 
filtering  of  distilled  spirits  which  purifies 
or  refines  the  same  constitutes  rectifica¬ 
tion  and  may  be  done  only  at  a  rectifying 
plant.  The  filtering  out  of  cloudiness 'in 
whisky,  gin,  or  other  spirits,  other  than 
that  due  to  the  presence  of  finely  pul¬ 
verized  or  agglutinated  charcoal  or  other 
extraneous,  solid  matter  in  suspension, 
which  results  in  the  removal  of  terpenes 
or  congeneric  substances  from  the  spirits 
and  changes  their  original  composition, 
constitutes  rectification. 

(Sec.  3254  (g),  I.  R.  C.) 

§  189.203  Destruction  of  stamps, 
marks,  and  brands.  When  packages  of 
spirits  are  dumped  for  bottling,  all 
stamps,  except  the  cut-out  portions  at¬ 
tached  to  Form  230,  and  all  marks  and 
brands  which  such  packages  are  re¬ 
quired  by  law  to  bear,  must  be  com¬ 
pletely  effaced  and  obliterated.  This 
should  be  done  immediately  upon  com¬ 
pletion  of  the  dumping,  draining,  and 
rinsing  of  the  packages.  Certificates  of 
tax-payment  affixed  to  tank  cars  of  dis¬ 
tilled  spirits,  except  the  portion  thereof 
scalped  for  .submission  to  the  district  su¬ 
pervisor,  must  likewise  be  immediately 
destroyed  when  such  cars  are  emptied. 
When  packages  of  wines  are  emptied  by 
any  person,  all  stamps  and  marks  which 
such  packages  are  required  by  law  and 
regulations  to  bear  must  be  destroyed  by 
scraping  or  obliteration  immediately  the 
packages  are  emptied.  Labels  affixed  to 
tank  cars,  and  labels  and  stamps  affixed 
to  tank  trucks,  of  wine  indicating  tax- 
payment  of  the  contents  must  also  be 
scraped  or  obliterated  immediately  the 
tank  cars  or  trucks  are  emptied. 

(Secs.  2866,  3301,  I.  R.  C.) 

Derivation:  T.  D.  5541, 

§  189.204  Rinsing  of  barrels.  When 
packages  are  dumped  for  bottling,  the 
barrels  and  wood  chips  contained 
therein  must  be  rinsed  with  water  of  a 
temperature  of  not  more  than  110  de¬ 
grees  Fahrenheit.  In  the  case  of  bar¬ 
rels  which  were  rinsed  in  the  internal 
revenue  bonded  warehouse  at  the  time 
they  were  dumped  for  tax-payment,  and 
in  the  case  of  barrels  containing  recti¬ 
fied  spirits  exempt  from  the  rectifica¬ 
tion  tax,  the  rinse  water  obtained  at 
the  time  of  dumping  for  bottling  may 
be  used  to  reduce  the  proof  of  spirits 
dumped  from  such  barrels  in  the  tax- 
paid  bottling  house.  Any  rinse  water 
remaining  after  such  reduction  must  be 
poured  upon  the  ground  or  into  a  sewer 
and  may  not  be  mixed  with  spirits 
dumped  from  other  packages.  In  the 
case  of  barrels  not  rinsed  in  the  internal 
revenue  bonded  warehouse  at  the  time 
of  tax  payment,  and  in  the  case  of  bar¬ 
rels  containing  rectified  spirits  on  which 
the  rectification  tax  has  been  paid,  the 
rinse  water  obtained  at  the  time  of 
dumping  for  bottling  may  not  be  used 
to  reduce  the  proof  of  spirits  dumped 
from  such  barrels  in  the  tax-paid  bot¬ 
tling  house,  but  must  be  poured  upon 
the  ground  or  into  a  sewer.  Wood  chips 
dumped  from  packages  must  be  burned 
on  the  premises  of  the  tax-paid  bottling 
house,  or,  if  such  burning  is  not  prac¬ 
ticable,  treated  with  kerosene  before  re¬ 
moval  from  the  premises.  Where  kero¬ 


sene  Is  used.  It  must  be  sprayed  or 
sprinkled  on  the  materials,  using  not 
less  than  1  gallon  of  kerosene  to  each 
100  pounds  of  materials,  in  such  manner 
as  to  preclude  the  abstraction  of  potable 
spirits  from  any  part  of  the  materials 
after  removal  from  the  premises.  This 
will  be  effected  by  stirring  or  agitating 
the  materials  while  the  kerosene  is  being 
applied.  Such  burning  or  treating  of 
materials  must  be  done  under  the  super¬ 
vision  of  a  Government  officer.  The 
Commissioner  may  authorize  any  other 
disposition  of  the  materials  that  will  ef¬ 
fectively  prevent  recovery  of  spirits 
therefrom. 

(Sec.  2883, 1.  R.  C.) 

§  189.205  Extracting  spirits  from  wood 
forbidden.  The  rinsing  with  water  of  a 
temperature  in  excess  of  110  degrees 
Fahrenheit  or  the  steaming  of  packages, 
or  wood  chips  contained  therein,  for  the 
purpose  of  extracting  spirits  from  the 
staves  and  heads  of  the  packages  or  from 
the  wood  chips,  is  forbidden.  Likewise, 
such  barrels  may  not  be  filled  or  partially 
filled  with  water  and  permitted  to  stand 
for  the  purpose  of  extracting  spirits,  nor 
may  any  other  method  or  process,,  except 
as  authorized  in  §  189.204,  be  used  to  ex¬ 
tract  spirits  from  the  barrels. 

(Secs.  2806  (e),  2883,  I.  R.  C.) 

§  189.206  Completion  of  bottling. 
When  the  contents  of  a  bottling  tank  are 
not  completely  bottled  at  the  close  of 
the  day  the  bottler  shall  enter  in  his  cer¬ 
tificate  on  the  copy  of  Form  230  attached 
to  the  bottling  tank  the  total  quantity 
bottled  that  day  from  such  tank,  giving 
all  the  information  required  by  the  form. 
The  Form  230  shall  be  kept  on  the  tank 
until  the  entire  contents  are  bottled. 
Upon  completion  of  the  bottling  the  bot¬ 
tler  will  remove  Form  230  from  the 
bottling  tank,  complete  the  execution  of 
his  certificate  on  all  copies,  and  submit 
them  to  the  storekeeper-gauger  for 
verification. 

§  189.207  Remnants.  Where,  upon 
the  completion  of  bottling,  there  remain 
bottles  less  than  the  number  necessary 
to  fill  a  case,  such  bottles  may,  after 
being  stamped  or  labeled  in  accordance 
with  this  part,  be  removed  to  the  case 
storage  room  or  to  the  wholesale  liquor 
dealer  premises  or  placed  in  a  case  and 
kept  in  the  bottling  room  until  spirits 
of  the  same  kind  are  again  bottled, 
whereupon  the  filling  of  the  case  will  be 
completed.  Appropriate  notation  will  be 
made  on  Form  230  to  cover  the  bottling 
of  the  remnant,  and  if  such  remnant  is 
subsequently  used  to  complete  the  filling 
of  a  case,  a  notation  will  be  made  on  the 
subsequent  Form  230  to  show  such  use 
of  the  remnant.  Appropriate  notation 
in  such  case  will  also  be  made  on  Form 
52D. 

§  189.208  Disposition  of  Form  230. 
Immediately  after  the  completion  of  the 
-bottling  and  the  proper  completion  of 
Form  230,  the  proprietor  will  forward  the 
original  copy  of  the  form,  with  the  cut¬ 
out  portions  of  the  tax-paid  stamps,  or 
the  affidavit  or  statements  required  in 
lieu  thereof,  to  the  district  supervisor, 
and  will  file  the  remaining  copy  as  a  per¬ 
manent  record  at  the  plant,  available 
for  inspection  by  Government  officers. 
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Where  Form  237  or  Form  230  is  attached 
to  one  copy  of  Form  230  as  evidence  that 
the  proper  tax  on  the  spirits  transferred 
from  a  rectifying  plant  has  been  paid, 
such  copy  of  Form  230  with  Form  237  or 
Form  230  attached  will  be  filed  by  the 
proprietor  and  the  original  copy  of  Form 
230  will  be  forwarded  to  the  district 
supervisor. 

5  189.209  Liquor  bottles.  The  proprie¬ 
tor  of  a  tax-paid  bottling  house  must 
comply  with  the  provisions  of  Regula¬ 
tions  13  (26  CPR,  Part  175),  respecting 
the  use  of  liquor  bottles  and  other  con¬ 
tainers  for  rectified  and  imrectifled  prod¬ 
ucts.  Marked  liquor  bottles  may  not  be 
used  for  packaging  wines  containing  24 
percent  or  less  of  alcohol  by  volume,  or 
products  manufactured  with  such  wines, 
unless  such  products  contain  distilled 
spirits  other  than  those  used  in  fortify¬ 
ing  the  W’ine.  Bottles  must  be  filled  as 
nearly  as  possible  to  conform  to  the 
amount  stated  on  the  stamp,  label  or 
bottle,  to  be  contained  therein,  but  in  no 
event  may  the  amount  of  spirits  con¬ 
tained  in  any  bottle,  due  to  the  lack  of 
uniformity  of  the  bottles,  vary  more  than 
2  percent  from  the  amount  stated  to  be 
contained  therein  and,  further,  in  such 
case  there  shall  be  substantially  as  many 
bottles  overfilled  as  there  are  bottles 
underfilled  for  each  lot  of  spirits  bottled 
as  reported  on  Form  230. 

§  189.210  Red  strip  stamps.  The  pro¬ 
prietor  of  a  tax-paid  bottling  house  must 
afiQx  over  the  mouth  of  each  bottle  of  dis¬ 
tilled  spirits  and  compounds  containing 
distilled  spirits  filled  at  his  plant,  except 
distilled  spirits  bottled  especially  for  ex¬ 
port  with  benefit  of  drawback,  a  red  strip 
stamp,  as  provided  in  Subpart  T.  Red 
strip  stamps  shall  not  be  affixed  to  bottles 
of  wines  containing  24  per  centum  or  less 
of  alcohol  by  volume,  or  products  manu¬ 
factured  with  such  wines,  unless  such 
products  contain  distilled  spirits  other 
than  those  used  in  fortifying  the  wine. 

§  189.211  Labels  for  distilled  spirits. 
The  labels  used  by  proprietors  of  tax- 
paid  bottling  houses  on  bottles  of  dis¬ 
tilled  spirits  and  compounds  containing 
distilled  spirits  must  be  covered  by  a 
"Certificate  of  Approval  of  Labels  of  Do¬ 
mestically  Bottled  Distilled  Spirits,”  or 
a  "Certificate  of  Exemption  from  Label 
Approval  for  Distilled  Spirits,”  issued 
under  the  Federal  Alcohol  Administra¬ 
tion  Act  regulations  (27  CFR,  Part  5), 
as  provided  in  Subpart  U.  Labels  cov¬ 
ered  by  a  certificate  of  exemption  from 
label  approval  affixed  to  bottles  of  a  ca¬ 
pacity  of  one-half  pint  or  more  but  not 
exceeding  l  gallon,  in  which  distilled 
spirits  or  compounds  containing  distilled 
spirits  are  packaged  for  sale  at  retail, 
must  conform  to  the  provisions  of  Regu¬ 
lations  13  (26  CFR,  Part  175). 

§  189.212  Labels  for  tomes.  The  labels 
used  by  proprietors  of  tax -paid  bottling 
houses  on  bottles  or  packages  of  wines 
must  be  covered  by  a  “Certificate  of  Ap¬ 
proval  of  Labels  of  Wine  Domestically 
Bottled  or  Packed,”  or  a  “Certificate  of 
^emption  from  Label  Approval  for 
wine,”  issued  under  the  Federal  Alcohol 
A^inistration  Act  regulations  (27  CFR, 
4).  Each  bottle  in  which  wine  is 
I^kaged  by  the  proprietor  of  a  tax-paid 


bottling  house  must  bear  a  securely  af¬ 
fixed  label  showing  the  name  and  address 
of  the  proprietor,  the  kind  of  wine,  the 
alcoholic  content  by  volume,  except  that 
if  not  over  14  per  cent  it  may  be  so  stated, 
and  the  net  contents  of  the  bottle,  unless 
legibly  blown  in  the  bottle:  Provided, 
That  where  the  wines  are  bottled  for  a 
dealer  under  a  certificate  of  exemption 
from  label  approval,  the  name  and  ad¬ 
dress  of  such  dealer  may  be  substituted 
for  the  name  and  address  of  the  pro¬ 
prietor,  if  the  name  and  address  of  the 
dealer  are  preceded  by  the  words  “Bot¬ 
tled  for”  or  “Bottled  expressly  for”  and 
the  number  of  the  warehousing  and  bot¬ 
tling  permit  of  the  proprietor  is  shown 
on  the  label.  A  separate  label  showing 
the  data  specified  in  the  previous  sen¬ 
tence  need  not  be  affixed  to  the  bottle 
if  such  data  is  shown  on  the  label  covered 
by  the  certificate  issued  under  the  Fed¬ 
eral  Alcohol  Administration  Act. 

§  189.213  Rebottling,  relabeling,  and 
restamping  of  bottled  spirits.  Where 
distilled  spirits  packaged  in  bottles  are 
to  be  rebottled  for  domestic  sale,  the 
bottles,  if  of  a  capacity  of  one-half  pint 
or  greater  and  not  exceeding  1  gallon, 
must  conform  to  the  requirements  of 
Regulations  13  (26  CFR,  Part  175).  The 
spirits  may  be  rebottled  in  the  same 
bottles  from  which  removed  if  such 
bottles  containing  the  spirits  originally 
conform  to  the  requirements  of  Part  175 
of  this  chapter  and  have  not  been  sold 
to  the  consumer  or  opened,  and  the  use 
of  such  bottles  is  authorized  by  the  dis¬ 
trict  supervisor  in  accordance  with  the 
said  regulations.  The  new  label  must  be 
covered  by  an  appropriate  certificate  of 
label  approval  or  a  certificate  of  exemp¬ 
tion  from  label  approval  issued  under 
the  Federal  Alcohol  Administration  Act 
regulations  (27  CFR,  Parts  4  and  5).  If 
the  new  label  is  covered  by  a  certificate 
of  exemption  from  label  approval,  it 
must  conform  to  the  requirements  of 
Part  175  of  this  chapter.  If  the  spirits 
have  left  the  possession  of  the  original 
bottler  and  are  to  be  relabeled  without 
rebottling,  authorization  to  relabel  the 
spirits  must  be  obtained  in  accordance 
with  regulations  issued  under  the  Fed¬ 
eral  Alcohol  Administration  Act  and 
submitted  to  the  Government  officer 
supervising  operations  of  the  plant. 
Whenever  bottled  distilled  spirits  are 
dumped  for  rebottling,  the  red  strip 
stamps  on  the  bottles  must  be  destroyed 
at  the  time  of  dumping,  and  new  red 
strip  stamps  must  be  affixed  to  the  bot¬ 
tles  in  which  the  spirits  are  rebottled. 
Such  rebottling,  relabeling,  and  restamp¬ 
ing  operations  will  be  performed  under 
the  supervision  of  the  Government  offi¬ 
cer.  All  products  to  be  rebottled  will  be 
dumped  pursuant  to  Form  230. 
Derivation:  T.  D.  5541. 

§  189.214  Entries  on  Form  52-D.  The 
proprietor  shall  make  appropriate 
entries  on  Form  52-D  of  spirits  dumped 
for  bottling,  and  of  spirits  i>ottled,  as 
provided  in  §  189.295. 

Subpart  T — Red  Strip  Stamps 

§  189.225  Requisition,  Form  428. 
Proprietors  of  tax-paid  bottling  houses 
may  purchase  red  strip  stamps  indicat¬ 
ing  tax -payment  of  bottled  distilled 


spirits  in  anticipation  of  their  current 
needs.  Requisition  for  red  strip  stamps 
will  be  made  by  proprietors  on  Form  428, 
in  triplicate. 

§  189.226  Stamp  denominations.  Red 
strip  stamps  will  be  provided  in  the  fol¬ 
lowing  denominations  only:  1  gallon,  Vz 
gallon,  1  quart,  %  quart,  quart,  1 
pint,  %  pint,  %  pint,  Vz  pint,  and  less 
than  *2  pint.  Red  strip  stamps  of  the 
“less  than  Vz  pint”  denomination  will  be 
Issued  50  In  a  sheet.  Red  strip  stamps 
of  all  other  denominations  will  be  issued 
42  in  a  sheet.  Requisitions  for  red  strip 
stamps  by  proprietors  of  tax-paid 
bottling  houses  must  be  made  for  full 
sheets.  Stamps  less  than  a  full  sheet 
may  not  be  sold  by  a  collector  to  pro¬ 
prietors  of  tax-paid  bottling  houses. 

§  189.227  Approval  of  requisition. 
The  proprietor  will  submit  all  copies  of 
the  requisition.  Form  428,  to  the  Govern¬ 
ment  officer  for  approval.  Before  ap¬ 
proving  the  requisition,  the  approving 
officer  will  see  that  it  is  properly.^executed 
and  will  satisfy  himself  that  the  number 
of  stamps  for  which  requisition  Is  made 
is  necessary  for  the  current  needs  of  the 
proprietor.  No  red  strip  stamps  may  be 
issued  for  use  at  tax-paid  bottling  houses 
unless  Form  428  Is  approved.  Upon  ap¬ 
proval  of  the  form,  the  approving  officer 
will  return  all  copies  to  the  proprietor. 
Derivation:  T.  D.  5541. 

§  189.228  Purchase  and  use.  Red 
strip  stamps  will  be  purchased  by  pro¬ 
prietors  of  tax-paid  bottling  houses  from 
the  collector  of  the  district  in  which  the 
bottling  house  is  located.  Stamps  may 
not  be  purchased  by  one  proprietor  from 
another,  nor  may  they,  except  in  cases 
of  emergency,  be  purchased  from  collec¬ 
tors  of  other  districts.  Proprietors  of 
tax-paid  bottling  houses  shall  not  sell 
or  transfer  strip  stamps.  Unused  strip 
stamps  may  be  exchanged  or  redeemed 
in  accordance  with  the  provisions  of 
§  189.241.  Red  strip  stamps,  used  or  un¬ 
used,  may  not  be  purchased,  sold,  or 
possessed,  except  as  specifically  pro¬ 
vided  by  laws  or  regulations. 

Derivation:  T.  D.  5541. 

§  189.229  Remittance;  delivery.  All 
orders  for  strip  stamps  must  be  accom¬ 
panied  by  cash,  certified,  cashiers’  and 
treasurers’  checks  drawn  on  National 
and  State  banks  and  trust  companies. 
United  States  postal  notes,  and  postal, 
bank,  express,  and  telegraph  money 
orders,  in  a  sum  equal  to  the  value  of  the 
stamps.  When  strip  stamps  are  ordered 
sent  by  registered  mail,  the  proprietor 
shall  enclose  with  his  order  a  separate 
remittance  to  cover  the  postage  and  reg¬ 
istry  fee  and  any  required  registry  sur¬ 
charge  as  provided  by  the  postal  laws 
and  regulations.  If  the  remittance  is 
other  than  cash,  the  sum  to  cover  the 
postage  and  registry  fee  and  any  sur¬ 
charge  must  not  be  included  in  the  re¬ 
mittance  covering  the  cost  of  the  stamps. 
The  local  postmaster  should  be  consulted 
relative  to  the  amount  of  the  registry  fee 
and  surcharge  required.  When  stamps 
are  ordered  sent  by  express,  the  same 
will  be  sent  “collect.”  The  proprietor 
will  forward  all  copies  of  the  approved 
Form  428  received  from  the  approving 
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officer  to  the  collector  of  internal  revenue 
with  the  remittances.  The  collector  will 
enter  the  serial  numbers  of  the  stamps 
issued  and  stamp  the  date  of  sale  on  all 
copies  of  Form  428,  and  will  retain  one 
copy  and  send  the  original  to  the  district 
supervisor  and  one  copy  (by  mail)  to  the 
Government  officer  at  the  tax-paid  bot¬ 
tling  house.  The  collector  will,  in  every 
case,  forward  the  stamps  to  the  (jovern- 
mcnt  officer  at  the  tax-paid  bottling 
house,  in  care  of  the  proprietor.  The 
proprietor  will  retain  the  package  intact 
and  deliver  it  unopened  to  the  Govern¬ 
ment  officer.  The  Government  officer 
will  enter  receipt  of  the  stamps  in  Form 
182  and  will  immediately  place  them  in 
the  Government  cabinet. 

(Sec.  3656,  I.  R.  C.) 

Derivation:  T.  D.  5541. 

§  189.230  Shipment  of  stamps.  Where 
the  stamps  are  to  be  shipped,  the  col¬ 
lector  will  forward  the  stamps  to  the 
Government  officer  by  registered  mail  or 
express*  The  expense  of  forwarding  the 
stamps  by  registered  mail  or  express  will 
be  borne  by  the  proprietor.  The  collector 
may  furnish  the  stamps  directly  to  the 
proprietor  for  immediate  delivery  to  the 
Government  officer  in  accordance  with 
§  189.229. 

Derivation:  T.  D.  5671. 

§  189.231  Proprietor’s  daily  requisi¬ 
tion.  The  proprietor  will  make  requisi¬ 
tion  of  the  Government  officer  for  the 
necessary  number  of  stamps  for  each 
day’s  bottling  or  for  each  lot  of  spirits 
bottled.  The  requisition  will  be  prepared 
in  the  following  form: 


(Name  of  plant) 


(Plant  requisition  number) 


(Date) 

To  United  States  Storekeeper-Gauger: 

Please  deliver  to  our  bottling  department 
the  following  red  strip  stamps  to  be  used  for 
affixing  to  bottles  of  tax-paid  spirits  to  be 
drawn  from  bottling  tanks  shown  herein. 


Doiiom  illation 

Quantity 

Bottline  tank 
No, 

1 

(Proprietor) 

By - - 

Stamps  delivered  to  proprietor: 


Denomination 

Quantity 

Serial  No.  of 
sheets 

i 

(Storekeeper-Gauger ) 


(Date) 

§  189.232  Stamps  issued  in  serial  or¬ 
der.  All  red  strip  stamps  will  be  issued 
by  the  Government  officer  to  the  pro¬ 
prietor  in  pi'oper  serial  order,  starting 


with  the  lowest  serial  number  of  the 
stamps  of  the  denomination  desired  on 
hand  at  the  time  of  issuance.  The  pro¬ 
prietor  will  not,  however,  be  required  to 
affix  red  strip  stamps  in  serial  order. 

§  189.233  Requisitions  to  be  filed. 
Government  officers  will  retain  the  pro¬ 
prietor’s  requisitions  at  the  plant  as  a 
record  available  for  inspection  by  other 
Government  officers  and  will  file  them  in 
chronological  order. 

§  189.234  Officer’s  responsibility. 
Government  officers  who  have  custody  of 
red  strip  stamps  will  be  held  strictly  re¬ 
sponsible  for  the  proper  control  and  ac¬ 
counting  of  all  stamps  received,  issued, 
used,  and  on  hand.  They  shall  deter¬ 
mine  whether  the  number  of  stamps  re¬ 
quisitioned  is  needed;  that  those  issued 
are  properly  affixed  to  bottles  of  tax-paid 
spirits;  that  all  stamps  issued  to  the  pro¬ 
prietor  and  not  used,  are  returned  to 
them;  and  that  a  proper  accounting  is 
made  of  all  stamps  reported  mutilated. 

§  189.235  Cutting  stamps  in  advance. 
The  Government  officer  will  enter  on 
Form  182  all  red  strip  stamps  received 
from  the  collector.  He  may  thereafter, 
upon  request,  permit  the  proprietor  to 
cut  all.  or  any  quantity,  of  such  stamps 
in  advance  of  his  needs.  Such  red  strip 
stamps  will  be  cut  under  the  supervision 
of  the  Government  officer  and  returned 
to  him  in  the  same  numerical  sequence. 
Each  separate  package  of  cut  red  strip 
stamps  must  be  marked  with  the  quan¬ 
tity  of  such  stamps  in  the  package  and 
the  first  and  last  numbers,  as.  “4,200, 
serial  Nos.  1,600,001  to  1,600,100.”  Gov¬ 
ernment  officers  when  issuing  red  strip 
stamps  will  enter  in  the  space  provided 
therefor  on  the  proprietor’s  requisition 
the  denomination,  quantity,  and  serial 
numbers  of  the  stamps. 

§  189.236  Manner  of  affixing  stamps. 
The  stamps  must  be  securely  affixed  to 
the  bottles  with  the  use  of  a  good  ad¬ 
hesive.  The  adhesive  used  must  be  in 
proper  liquid  condition,  and  care  must 
be  taken  to  cover  the  entire  back  of  the 
stamp  with  the  adhesive,  and  to  press 
the  whole  surface  of  the  stamp  firmly 
against  the  surface  of  the  bottle  suffi¬ 
ciently  long  to  cause  the  entire  surface 
of  the  stamp  to  adhere  securely  to  the 
bottle.  The  stamp  must  pass  over  the 
mouth  of  the  bottle,  extending  an  ap¬ 
proximately  equal  distance  on  two  sides 
of  the  bottle  and  be  so  affixed  that  a 
portion  of  the  stamp  will  remain  at¬ 
tached  to  the  bottle  when  it  is  jopened. 

§  189.237  Concealing  or  obscuring 
stamps  prohibited.  No  part  of  the 
stamp  shall  be  concealed  or  obscured  by 
any  label  or  other  covering,  except  that 
a  cup  may  be  placed  over  the  opening 
of  the  bottle  or  the  bottle  may  be  placed 
in  a  carton,  as  provided  in  this  part. 
Seals  made  of  cellulose  or  other  material 
which  are  shrunk  or  otherwise  fitted 
over  the  necks  of  the  bottles  and  cover 
the  stamps  must  be  sufficiently  trans¬ 
parent  to  permit  the  stamps  to  be  plainly 
seen  and  the  data  thereon  easily  read. 
No  cup  or  cap  may  be  placed  over  the 
opening  of  a  bottle  and  cover  the  stamp, 
unless,  such  cup  or  cap  is  transparent  or 
is  so  placed  on  the  bottle  that  it  may  be 
readily  removed  at  any  time  without 


injury  to  the  stamp  and  the  arrangement 
is  such  that  the  ends  of  the  stamp  will 
be  plainly  visible  when  the  cap  or  cup  is 
in  place.  Cartons  or  other  coverings  of 
bottles  of  distilled  spirits  are  permitted, 
if  so  made  that  they  may  be  opened  and 
closed  without  being  torn  or  broken. 
Sealed  cartons  or  other  coverings  may 
not  be  used  unless  transparent  or  unless 
openings  therein  permit  the  data  on  the 
stamp  and  the  indicia  on  the  bottle  to 
be  plainly  seen  and  read. 

§  189.238  Affixing  stamp  over  cup  or 
cap.  The  stamp  may  be  affixed  over  a 
cup  or  cap  placed  over  the  opening  of  the 
bottle,  provided  the  arrangement  is  .'^uch 
that  the  stamp  will  be  torn  apart  or  de¬ 
stroyed  when  the  cup  or  cap  is  unscrewed 
or  removed  or  destroyed.  Where  it  is  de¬ 
sired  to  affix  the  stamp  over  a  removable 
cup  or  cap,  the  cup  or  cap  must  be  se¬ 
curely  screwed  or  fastened  over  the 
opening  of  the  bottle,  and  must  be  of 
such  size  and  construction  that  the 
stamp  will  pass  over  the  top  and  extend 
beyond  the  cup  or  cap  for  such  length 
that  each  end  of  the  stamp  may  be  se¬ 
curely  affixed  to  the  surface  of  the  bottle. 
Any  bottler  using  such  a  cup  or  cap  must 
see  to  it  that  the  stamp  is  securely 
affixed,  with  a  strong  adhesive,  to  both 
the  cup  or  cap  and  the  bottle  in  such  a 
manner  that  the  stamp  will  be  torn  apart 
when  the  cup  or  cap  is  unscrewed  or  re¬ 
moved.  Where  it  is  desired  to  affix  the 
stamp  over  a  cap  or  seal  made  of  cellulose 
or  other  similar  adhesive  material  which 
is  so  shrunk  or  otherwise  fitted  over  the 
neck  of  the  bottle  as  to  be  unremovable 
without  being  destroyed,  it  will  not  be 
necessary  for  the  ends  of  the  stamp  to  be 
affixed  to  the  surface  of  the  bottle,  but 
the  cap  or  seal  and  stamp  must  be  so 
affixed  that  a  portion  of  each  will  remain 
attached  to  the  bottle  when  it  is  opened. 
In  any  case  where  there  is  doubt  as  to 
the  propriety  of  the  use  of  any  cup  or 
cap,  the  bottle  and  cup  or  cap  should  be 
submitted  to  the  district  supervisor  for  a 
ruling  thereon. 

§  189.239  Containers  in  excess  of  1 
and  less  than  5  gallons.  Where  alcohol 
or  other  distilled  spirits  are  packaged  in 
containers  in  excess  of  1  gallon  and 
less  than  5  gallons,  a  red  strip  stamp 
must  be  securely  affixed  over  the  open¬ 
ing  of  the  container  in  such  a  manner 
that  the  stamp  will  be  destroyed  when 
the  container  is  opened.  Stamps  of 
1 -gallon  denomination  will  be  used  for 
such  containers  and  the  denomination  of 
the  stamp  will  be  changed  by  obliterating 
the  figure  “1”  on  each  end  of  the  stamp 
over  the  abbreviation  “Gal.”  and  writing 
or  printing  immediately  above  the  same 
other  figures  representing  the  exact  con¬ 
tents  of  the  container.  Alcohol  and 
other  distilled  spirits  in  such  containers 
may  be  sold  or  disposed  of  only  as  pro¬ 
vided  in  §  189.320. 

§  189.240  Non-usable  strip  stamps- 
Strip  stamps  issued  by  foreign  countries 
may  not  be  affixed  to  either  imported  or 
domestic  spirits  bottled  at  tax-paid  bot¬ 
tling  houses  and  intended  for  domestic 
consumption,  nor  may  red  strip  stamps 
w’hich  have  been  mutilated  be  used  at 
such  plants.  Unless  eligible  and  in¬ 
tended  for  exchange  or  refund  as  pro- 
.vided  in  §  189.241,  red  strip  stamps  that 
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have  been  multilated  should  be  destroyed 
hy  the  proprietor  under  the  supervision 
of  the  Government  officer,  who  will  then 
enter  appropriate  credit  on  Form  182  for 
the  number  of  each  denomination  of 
stamps  so  destroyed. 

§  189.241  Exchange  and  redemption 
of  stamps.  Unused  red  strip  stamps,  in 
quantities  of  the  value  of  $5  or  more. 
Issued  under  subsection  (b)  of  section 
2803,  Internal  Revenue  Code,  may  be  ex¬ 
changed  for  other  stamps  of  the  same 
hind  and  in  any  prescribed  denomina¬ 
tion.  or  the  value  thereof  may  be  re¬ 
funded,  provided  that  a  claim  for  such 
exchange  or  refund,  establishing  the  law¬ 
ful  issuance  and  ownership  of  the 
stamps,  is  filed  with  the  collector  of  in¬ 
ternal  revenue  who  issued  the  stamps 
within  two  years  after  the  date  on  which 
such  stamps  were  lawfully  issued:  Pro¬ 
vided,  however,, That  the  value  of  un¬ 
used  stamps  which  have  been  destroyed 
may  be  refunded  upon  the  filing  of  a 
claim  as  provided  in  this  section  with 
proof  to  the  satisfaction  of  the  Com¬ 
missioner  of  the  destruction  of  the 
stamps.  Claims  for  exchange  of  stamps 
will  be  filed  on  Form  1579,  which  will  be 
prepared  in  accordance  with  the  instruc¬ 
tions  printed  on  the  form,  signed  and 
sworn  to  before  an  officer  authorized  to 
administer  oaths:  Provided,  That  if  the 
I  form  officially  prescribed  for  such  appli¬ 
cation  contains  therein  a  provision  for 
verification  by  a  written  declaration  that 
such  application  is  made  under  penalties 
of  perjury,  such  application  shall  be  ver¬ 
ified  by  the  execution  of  such  declara¬ 
tion,  and  such  declaration  so  executed 
shall  be  in  lieu  of  the  oath  required 
herein  for  verification.  Claims  for  re¬ 
fund  of  the  value  of  the  stamps  will  be 
filed  on  Form  843,  in  accordance  with 
procedure  prescribed  by  the  Commis¬ 
sioner. 

(Sec.  3809,  I.  R.  C.) 

§  189.242  Record,  Form  96.  Where 
the  red  strip  stamps  are  returned  to  the 
proprietor  for  filing  a  claim  for  exchange 
or  redemption,  the  proprietor  shall  ac¬ 
count  for  such  stamps  on  Form  96,  until 
the  exchange  or  redemption  has  been 
effected.  The  form  will  be  prepared  and 
disposed  of  in  accordance  with  the  ap¬ 
plicable  instructions  thereon  relating  to 
“Other  persons  assigned  custody  of 
stamps.” 

Derivation:  T.  D.  6704. 

§  189.243  Record  and  report.  Store¬ 
keeper-gaugers  assigned  to  supervise 
operations  at  tax-paid  bottling  houses 
will  make  a  record  and  report  of  red 
strip  stamps  received  and  used  on  Form 
182,  as  provided  in  Subpart  Z. 

Subpart  U — ^Labels  on  Bottles  op 
Distilled  Spirits 

§  189.255  Certificate  of  approval  or 
exemption.  All  bottlers  of  distilled  spir¬ 
its  are  required  by  regulations  issued 
under  the  Federal  Alcohol  Administra¬ 
tion  Act  (27  CFR,  Part  5)  to  obtain  a 
"Certificate  of  Approval  of  Labels  of 
Domestically  Bottled  Distilled  Spirits” 
or  a  “Certificate  of  Exemption  from 
La^jel  Approval  for  Distilled  Spirits” 
before  using  labels  on  bottles  of  distilled 

spirits. 


(Sec.  5,  49  Stat.  981,  as  amended;  27  U.  S.  O. 
205) 

§  189.256  Certificates  to  be  exhibited. 
All  bottlers  of  distilled  spirits  are  re¬ 
quired  to  exhibit  certificates  of  label 
approval  or  certificates  of  exemption 
from  label  approval  upon  request  to  a 
duly  authorized  representative  of  the 
United  States.  Internal  revenue  officers 
will  call  upon  the  proprietor  to  exhibit 
the  required  certificates  of  label  approval 
or  certificates  of  exemption  from  label 
approval.  The  original  certificate  or 
duplicate  original  issued  under  the  Fed¬ 
eral  Alcohol  Administration  Act  regula¬ 
tions  (27  CFR,  Part  1) ,  must  be  exhibited 
to  the  officer.  Photostatic  copies  are  not 
acceptable  for  this  purpose. 

(Sec.  5,  49  Stat.  981,  as  amended;  27  U.  S.  C. 
205) 

§  189.257  Comparison  of  labels  with 
contents  of  bottling  tank.  Before  re¬ 
leasing  spirits  from  bottling  tanks  for 
bottling,  the  Government  officer  will  re¬ 
quire  the  proprietor  of  the  tax-paid 
bottling  house  to  submit  to  him  the  label 
he  proposes  to  use  for  the  spirits  in  the 
bottling  tank,  together  with  the  certifi¬ 
cate  of  label  approval  or  the  certificate 
of  label  exemption,  as  the  case  may  be, 
and  will  compare  such  label  with  the 
label  affixed  to  such  certificate  to  see  that 
they  agree  in  every  respect  except  for  the 
difference  allowed  by  the  certificate.  In 
order  to  determine  whether  the  label  to 
be  used  corresponds  in  every  respect  with 
the  spirits  in  the  bottling  tank  including 
age,  class  and  type,  and  proof,  he  will 
then  compare  such  label  with  Form  230; 
with  the  certificate  of  origin,  age,  and 
class  and  type  in  the  case  of  imported 
distilled  spirits,  where  required  by  regu¬ 
lations  issued  under  the  Federal  Alcohol 
Administration  Act  (27  CFR,  Part  5) ; 
and  with  the  statement  of  composition 
in  the  case  of  distilled  spirits  received 
from  a  rectifier,  in  accordance  with  the 
provisions  of  Regulations  15  (26  CFR, 
Part  190),  In  making  this  determina¬ 
tion  he  will  take  into  consideration  the 
kind  of  spirits,  the  proof  of  distillation, 
the  kind  of  cooperage  in  which  the  spirits 
were  stored,  and  whether  the  spirits 
were  treated  with  oak  chips,  etc.,  as  dis¬ 
closed  by  the  marks  and  brands  on  the 
packages,  and  by  the  information  con¬ 
tained  in  the  certificate  of  origin,  age, 
and  class  and  type,  or  by  the  statement 
of  composition.  If  the  label  and  spirits 
agree  in  every  respect,  the  Government 
officer  will  attach  the  label  securely  to 
the  copy  of  Form  230  to  be  attached  to 
the  bottling  tank  and  release  the  spirits 
for  bottling.  If  the  label  and  spirits  do 
not  agree  in  every  respect,  the  Govern¬ 
ment  officer  will  withhold  the  release  of 
the  spirits  for  bottling  until  the  pro¬ 
prietor  submits  to  him  a  label  and  a 
certificate  of  label  approval  or  exemption, 
as  the  case  may  be,  correctly  describing 
the  spirits  to  be  bottled. 

(Sec.  5,  49  Stat.  981,  as  amended;  27  U.  S.  C. 
205) 

§  189.258  Additional  label  require¬ 
ments.  Officers  assigned^  to  tax-paid 
bottling  houses  will  also*  see  that  all 
labels  affixed  to  containers  of  distilled 
spirits  subject  to  the  provisions  of  Regu¬ 
lations  13  (26  CFR,  Part  175)  conform 


to  the  requirements  of  such  regulations. 
The  methods  prescribed  in  §  189.257  will 
be  followed  in  making  such  determina¬ 
tions. 

Derivation:  T.  D.  6465. 

§  189.259  Tests  of  bottled  spirits. 
Officers  assigned  to  tax-paid  bottling 
houses  will,  at  frequent,  irregular  inter¬ 
vals  during  the  process  of  bottling,  test 
and  examine  the  bottled  spirits  to  de¬ 
termine  whether  the  label  attached  is 
identical  with  the  label  verified  by  the 
Government  officer  under  §  189.257; 
whether  the  bottled  spirits  agree  in 
proof  with  the  data  on  the  label;  and 
whether  the  quantity  agrees  with  the 
data  on  the  label,  stamp  or  bottle,  sub¬ 
ject  to  the  limitation  prescribed  by 
§189  209.  The  test  as  to  proof  will  be 
made  by  the  use  of  standard  gauging 
instruments  in  accordance  with  the  pro¬ 
visions  of  the  Gauging  Manual  (26  CFR, 
Part  186).  The  test  as  to  quantity  will 
be  made  by  the  utilization  of  a  glass 
graduate  standardized  at  sixty  degrees 
Fahrenheit  to  be  provided  by  the  pro¬ 
prietor  or  by  weighing  a  given  number 
of  empty  bottles  and  reweighing  the 
same  bottles  after  filling.  The  net  con¬ 
tents  will  be  computed  in  accordance 
with  the  provisions  of  the  Gauging  Man¬ 
ual.  If  the  contents  do  not  agree  as  to 
quantity  (subject  to  the  limitation  of 
§  189.209  or  as  to  proof  (subject  to  a 
normal  drop  in  proof  occurring  during 
bottling  operations  not  exceed  three- 
tenths  of  a  degree)  with  the  respective 
data  on  the  label,  stamp  or  bottle,  the 
Government  officer  will  withhold  the 
release  of  the  bottled  spirits  and  require 
the  proprietor  to  rebottle,  recondition 
(where  permissible),  or  relabel  the 
spirits  in  such  manner  that  the  label 
will  correctly  describe  the  contents. 
However,  the  proof  at  the  beginning  of 
the  bottling  operations  shall  always  be 
set  exactly  as  provided  in  §  189.185. 
Derivation:  T.  D.  5465. 

§  189.260  Determining  proof  of  sweet¬ 
ened  spirits,  wines,  etc.  The  alcoholic 
content  of  blended  whiskies  containing 
more  than  0.6  gram  or  600  milligrams 
of  solids  per  100  milliliters  derived  from 
blending  materials  such  as  sherry  wine, 
prune  juice,  caramel,  glycerine,  etc.,  and 
of  wines,  cordials,  liqueurs,  and  other 
rectified  products  containing  saccharine 
or  other  solid  matter  will  be  determined 
by  the  use  of  an  approved  ebulliometer 
or  a  small  laboratory  still  provided  by  the 
proprietor  in  accordance  with  §  189.142. 
When  using  such  instruments  proprie¬ 
tors  must  follow  closely  the  instructions 
furnished  therewith  in  order  that  accu¬ 
rate  determinations  may  be  made.  In¬ 
structions  relative  to  the  use  of  small 
laboratory  stills  (or  wine  sets)  and  the 
following  ebulliometers :  Arnaldo-Sala 
(with  shield),  Braun,  Juerst,  Lefco, 
L’Ebulliometer  Levesque  (with  shield), 
Malligand  (with  shield) ,  Salleron-Dujar- 
din,  "TAG”  (with  shield) ,  and  E.  B.  Tori¬ 
no  (with  shield),  are  also  set  forth  in 
the  Appendix  to  Regulations  7  (26  CFR, 
Part  178).  The  alcoholic  content  of 
blended  spirits  containing  not  more  than 
0.6  gram  or  600  milligrams  of  solids  per 
100  milliliters  derived  from  blending 
materials  will  be  determined  by  the  use 
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of  a  standard  hydrometer  or  a  small 
still.  If  determined  by  a  standard  hy- 
droHiCter  an  obscuration  correction  fac¬ 
tor  may  be  added  to  the  apparent  proof 
in  order  to  obtain  the  true  proof  of  the 
blended  spirits.  Experience  has  shown 
that  0.1  gram  or  100  milligrams  of  solids 
per  100  milliliters  will  obscure  the  true 
proof  0  4  of  1  degree  of  proof.  For  ex¬ 
ample,  if  a  blended  whisky  contains  0.25 
gram  or  250  milligrams  of  solids  per  103 
milliliters  and  the  apparent  proof  cor¬ 
rected  to  60  degrees  Fahrenheit  is  found 
to  be  89  degrees  of  proof  by  a  'standard 
hydrometer,  a  correction  factor  of  1  de¬ 
gree  of  proof  (2.5  times  0.4>  due  to  the 
solid.s  may  be  added  to  the  apparent 
proof,  hence  the  true  proof  would  be 

99  degrees.  The  solids  in  blended  spirits 
due  to  blending  moterials  will  be  deter¬ 
mined  by  evaporating  25  milliliters  of 
the  blended  spirits  in  a  weighed  dish  on 
a  steam  bath  and  then  heating  for  SO 
minutes  at  a  temperature  of  boiling 
water  in  a  drying  oven.  The  solids  thu^ 
determined,  multiplied  by  4,  will  give  the 
solids  in  100  milliliters  of  blended  spirits. 
The  correction  factor  to  be  used  then 
will  be  determined  on  the  basis  that 
every  100  milligrams  of  solids  will  ob¬ 
scure  the  proof  0  4  of  1  degree  of  proof. 
The  ebulliometer  should  not  be  used  in 
determining  the  alcoholic  content  of 
blended  spirits  containing  not  more  than 
0.6  gram  or  600  milligrams  of  solids  per 

100  milliliters. 

§  189.261  Proprietor’s  responsibility. 
Notwithstanding  that  Government  offi¬ 
cers  assigned  to  tax-paid  bottling  houses 
are  required  to  verify  labeling  data,  full 
responsibility  rests  upon  the  proprietor 
to  see  that  the  labeling  of  all  spirits  bot¬ 
tled  at  his  plant  is  in  conformity  wdth 
requirements  of  the  Federal  Alcohol 
Administration  Act  regulations  (27  CFR, 
Parts  4  and  5>,  and  Regulations  13  (20 
CFR,  Part  175),* 

(Sec.  2C71,  I.  R.  C.,  Sec.  5,  49  Stat.  981,  as 
amended:  27  U.  S.  C.  205) 

Derivation:  T.  D.  5465. 

SUBP.\RT  V — M.ARKING  of  CASES 

5  189.265  Serial  numbers.  Each  case 
of  distilled  spirits  filled  at  a  tax-paid 
bottling  house  must  be  numbered 
serially,  beginning  with  No.  1  for  the  first 
case  filled:  Provided.  That  the  series  in 
current  use  at  existing  tax-paid  bottling 
houses  will  be  continued.  Where  there 
is  a  change  in  the  individual  or  corporate 
name,  or  in  the  trade  name  or  style,  of 
the  proprietor,  the  series  in  use  at  the 
time  of  such  change  will  be  continued, 
but  a  new  series  will  be  commenced 
where  there  is  a  change  of  proprietor¬ 
ship. 

§  189.266  New  or  separate  series. 
The  serial  numbers  of  the  cases  filled  at 
a  tax-paid  bottling  house  shall  run  con¬ 
secutively  and  shall  not  be  broken  in  any 
manner,  except  that  whenever  the 
number  1,000,000  is  reached  the  pro¬ 
prietor  may.  if  he  so  desires,  begin  a 
new  series  commencing  with  No.  1,  and 
that  where  two  or  more  separate  bottling 
units  are  used  and  different  kinds  of 
spirits  are  bottled  simultaneously,  and 
it  is  impracticable  to  number  the  cases 
of  each  kind  of  spirits  consecutively,  a 
scries  identified  by  a  letter  may  be  used 


for  each  bottling  unit,  as  lA.  2A,  etc., 
and  IB,  2B,  etc.  Cases  may  be  serially 
numbered  either  before  or  after  filling. 

§  189.267  Other  required  marks.  ’  In 
addition  to  the  serial  number,  each  case 
of  distilled  spirits  shall  have  marked  on 
the  Government  side  thereof  the  kind  of 
spirits,  the  wine  gallons,  proof,  and  proof 
gallons,  the  date  of  filling,  and  the  name 
(or  trade  name  or  style),  location  (city 
or  town  and  State),  and  the  number  of 
the  Federal  Alcohol  Administration  Act 
warehousing  and  bottling  permit  held  by 
the  bottler:  Provided,  That  if  the  spirits 
are  unrectified  spirits  which  were  pro¬ 
duced  by  such  bottler  at  a  distillery,  or  if 
the  spirits  were  rectified  by  such  bottler 
at  a  rectifying  plant,  or  if  the  spirits 
w’ere  neither  rectified  nor  produced  by 
such  bottler,  he  may  use  in  connection 
with  his  name  the  designation  “Distil¬ 
ler,”  “Rectifier,”  or  “Bottler,”  respec¬ 
tively:  And  provided  further.  That 
where  the  spirits  are  bottled  for  a  cer¬ 
tain  dealer  and  it  is  desired  to  show  the 
name  and  address  of  the  dealer  on  the 
case  in  lieu  of  the  name  and  location  of 
the  bottler,  such  may  be  done  if  the 
name  of  the  dealer  is  preceded  by  the 
words,  “Bottled  for,”  or  “Bottled  ex¬ 
pressly  for,”  and  the  Federal  Alcohol 
Administration  Act  permit  number  of 
the  bottler,  together  with  the  other  re¬ 
quired  marks,  excepting  the  name  and 
location  of  the  bottler,  are  showm  on  the 
case.  Cases  of  wine  will  be  similarly 
marked,  except  that  if  the  wine  is  un- 
recti  fied  wine  which  was  produced  by  the 
bottler  at  a  winery  the  designation 
“Winemaker”  wall  be  used  in  lieu  of  “Dis¬ 
tiller.”  the  alcoholic  content  of  the  wine 
will  be  shown  in  percentage  by  volume  in 
lieu  of  the  proof,  and  the  proof  gallons 
will  be  omitted. 

§  189.268  Illustration  of  marks.  The 
required  marks  will  be  placed  on  the 
cases  substantially  as  follows: 

Ser.  No.  1 
Whisky 

John  Doe  &  do. 

Bottler  (or  Distiller  or  Rectifier) 

New  York,  N.  Y. 

BD-135 
3.03  W.  G. 

90  Proof 
2.70  P.  G. 

Filled  May  2,  1938 

The  location  of  the  bottler,  or  the  ad¬ 
dress  of  the  dealer  for  whom  the  spirits 
are  bottled,  may  be  shown  by  recognized 
abbreviations. 

§  189.269  Manner  and  size  of  mark¬ 
ings.  The  required  marks  will  be  dura¬ 
bly  and  plainly  printed,  stamped,  or 
stenciled  on  each  case  in  a  color  con¬ 
trasting  with  the  background  of  the 
case  and  in  letters  and  figures  not*  less 
than  one-half  inch  in  height. 

§  189.270  Preservation  of  marks  and 
brands.  The  marks,  brands,  and  serial 
numbers  required  by  this  part,  to  be 
placed  on  cases  shall  not  be  removed 
therefrom,  or  obscured  or  obliterated, 
before  the  contents  thereof  have  been 
removed, 

§  189.271  Deposit  in  case  storage 
room.  Where  the  proprietor  desires  to 
store  bottled  spirits  in  the  tax-paid 


bottling  house  pending  removal  thereof 
from  the  premises,  the  same  must  be 
placed  ih  the  case  storage  room  pro¬ 
vided  in  accordance  with  §  189.43. 

Sttbpart  W — Bottling  and  Packaging  of 
Distilled  Spirits  and  Wines  Espe¬ 
cially  FOR  Export  With  Benefit  of 
Drawback 

§  189.280  General.  Under  the  law, 
distilled  spirits  and  wines  manufactured 
or  produced  in  the  United  States  and  on 
which  the  internal  revenue  tax  has  been 
paid  may  be  bottled  or  packaged  e<^p9- 
cially  for  export  at  a  tax-paid  bottling 
house,  and  upon  the  exportation  of  the 
spirits  or  wines  there  may  be  allowed  a 
drawback  equal  in  amount  to  the  tax 
found  to  have  been  paid  thereon. 

(Sec.  3179  (b).  I.  R.  C.) 

Derivation:  T.  D.  5597. 

§  1S9.281  Procedure.  *  T  h  e  bottling 
and  packaging  of  distilled  spirits  and 
wines  especially  for  export  at  a  tax-paid 
bottling  house,  the  storage  of  the  spirits 
and  wines  pending  exportation,  the  ex¬ 
portation  of  the  spirits  or  wines,  includ¬ 
ing  the  lading  thereof  on  vessels  for  use 
as  ship’s  supplies  and  on  aircraft  for 
use  as  aircraft’s  supplies,  and  the  allow¬ 
ance  of  draw'back  thereon,  shall  be  in 
accordance  with  the  provisions  of  Regu¬ 
lations  28  (26  CFR,  Part  176). 

(Sec.  3179  (b),  I.  R.  C.) 

Derivation:  T.  D.  5597. 

Subpart  X — Safeguarding  of  Strip 
Stamps  and  Government  Property 

§  183.290  Storage  in  Government 
cabinet.  The  proprietor’s  supply  of  red 
strip  stamps,  the  seals,  and  the  records 
and  other  Government  property  when 
not  in  use  shall  be  kept  in  the  Govern¬ 
ment  cabinet,  which  shall  be  locked  with 
a  Government  seal  lock,  the  key  to  which 
shall  remain  at  all  times  in  the  possession 
of  the  storekeeper-gauger.  The  store¬ 
keeper-gauger  must  not  leave  the  cabinet 
open,  except  in  his  immediate  presence, 
nor  give  the  key  thereof  to  anyone,  ex¬ 
cept  another  Government  officer  author¬ 
ized  to  receive  it.  Where  it  is  necessary 
to  open  the  cabinet  at  various  tirass 
during  the  day,  the  lock  wall  not  be  seal- 
closed  until  the  close  of  business. 

SuBP.ART  Y — Proprietor's  Records  and 
Reports 

§  189.2S5  Form  52-D.  Every  pro¬ 
prietor  of  a  tax-paid  bottling  house  shall 
keep  a  record  and  render  a  monthly  re¬ 
port,  in  duplicate,  on  Form  52-D,  of  all 
distilled  spirits  received,  dumped  for 
bottling,  bottled,  and  disposed  of  at  his 
bottling  house. 

(Secs.  2857,  4041,  I.  R.  C.) 

Derivation:  T.  D.  5619. 

§  189.296  Contiguous  wholesale  liquor 
dealer  room.  Where  the  proprietor  of 
^  the  tax-paid  bottling  house  maintains  a 
'  contiguous  wholesale  liquor  dealer  room 
and  uses  it  exclusively  for  products  bot¬ 
tled  at  the  tax-paid  bottling  house,  he 
shall  report  on  Form  52-D  all  bottled 
products  removed  from  the  tax-paid 
bottling  house  and  the  contiguous  whole¬ 
sale  liquor  dealer  room.  If  spirits  in  buli 
containers  are  removed  from  the  tax- 
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paid  bottling  house,  the  removal  thereof 
shall  also  be  reported  on  Form  62-D. 
Where  the  wholesale  liquor  dealer  room 
is  not  used  exclusively  for  products  bot¬ 
tled  at  the  tax-paid  bottling  house,  the 
proprietor  shall  report  all  bottled  prod¬ 
ucts  removed  from  his  tax-paid  bottling 
house  on  Form  52-D  kept  at  such  bottling 
house  and  shall  keep  at  such  contiguous 
wholesale  liquor  dealer  room  Record  52, 
which  shall  show  all  bottled  products  ~ 
received  and  disposed  of  thereat,  includ¬ 
ing  those  products  transferred  from  his 
contiguous  tax-paid  bottling  house. 

(Sec.  2857,  I.  R.  C.) 

§  189.297  Record  of  warehouse  re¬ 
ceipts  to  be  kept  by  proprietor.  Every 
proprietor  of  a  tax-paid  bottling  house 
who  sells,  or  offers  for  sale,  distilled  spir¬ 
its  by  warehouse  receipts  shall  keep  a 
separate  record,  and  render  a  monthly 
transcript,  of  all  purchases  and  sales  of 
warehouse  receipts  on  Form  52-F.  There 
need  not  be  entered  on  Form  62-F  trans¬ 
actions  in  warehouse  receipts  not  involv¬ 
ing  the  purchase  or  sale  of  distilled  spir¬ 
its,  such  as  the  receipt  from  a  warehouse¬ 
man  of  warehouse  receipts  covering,  the 
deposit  or  bottling  of  spirits  in  his  ware¬ 
house  or  the  surrender  of  warehouse  re¬ 
ceipts  for  the  bottling  of  the  spirits  in 
bond  or  theii’  transfer  in  bond  to  an¬ 
other  warehouse.  Entries  on  Form  62-P 
shall  be  made  as  indicated  by  the  head¬ 
ings  of  the  various  columns  and  lines  of 
the  form,  and  in  accordance  with  the 
Instructions  printed  thereon  or  issued  in 
respect  thereto,  and  as  required  by  this 
part.  Form  52-F  must  be  sw’orn  to  be¬ 
fore  an  officer  authorized  to  administer 
oaths;  Provided,  That  if  the  form  offi¬ 
cially  prescribed  for  such  report  contains 
therein  a  provision  for  verification  by  a 
written  declaration  that  such  report  is 
made  under  penalties  of  perjury,  such 
report  shall  be  verified  by  the  execution 
of  such  declaration,  and  such  declara- 
.  tion  so  executed  shall  be  in  lieu  of  the 
oath  required  herein  for  verification. 
The  provisions  of  §  189.299  with  re.spect  to 
the  time  of  making  entries,  and  of 
5  189,304  with  respect  to  forms  to  be  pro¬ 
vided  by  users,  are  hereby  made  appli¬ 
cable  to  Form  52-F.  The  provisions  of 
5  189.300  with  respect  to  a  separate  rec¬ 
ord  of  serial  numbers  of  cases  are  hereby 
made  applicable  to  Form  52-F  with  re¬ 
spect  to  serial  numbers  of  packages  and 
cases  purchased  or  sold  by  warehouse 
receipts.  The  monthly  transcript  on 
Form  52-F  shall  be  forwarded  to  the  dis¬ 
trict  supervisor  on  or  before  the  tenth 
day  of  the  succeeding  month.  The  phys¬ 
ical  removal  of  distilled  spirits  from  the 
tax-paid  bottling  house  shall  continue  to 
be  reported  on  Form  52-D  in  accordance 
with  the  provisions  of  §  189.295.  The 
physical  receipt  and  disposition  of  dis¬ 
tilled  spirits  at  the  contiguous  whole¬ 
sale  liquor  dealer  room  not  used 
exclusively  for  products  bottled  at  the 
tax-paid  bottling  house  shall  continue  to 
be  reported  on  Record  52  In  accordance 
With  the  provisions  of  §§  189.296  to 
189.298. 

(Secs.  2857,  2858,’ 3254  (b),  I.  R.  C.) 

1  189.298  Place  where  Form  52-F 
shall  be  kept.  Every  proprietor  of  a  tax- 
Paid  bottling  house  shall  keep  Form  52-P 


at  the  place  of  business  where  warehouse 
receipts  are  sold  or  offered  for  sale. 

(Secs.  2857,  2858,  3254  (b),  I.  R.  C.) 
Derivation:  T.  D.  6719. 

§  189.299  Time  of  making  entries. 
Daily  entries  shall  be  made  on  Form  52-D 
and  Record  52  as  indicated  by  the  head¬ 
ings  of  the  various  columns  and  lines  on 
the  form,  and  the  instructions  printed 
thereon  or  issued  in  respect  thereto,  and 
as  required  by  this  part,  before  the  close 
of  the' business  day  next  succeeding  the 
day  on  which  the  transactions  occur. 
Where  the  proprietor  of  a  tax- paid 
bottling  house  defers  the  making  of  the 
entries  to  the  next  business  day,  as 
authorized  is  this  section,  he  shall  keep  a 
separate  record,  such  as  invoices,  of  the 
removals  of  spirits,  show'ing  the  removal 
data  required  to  be  entered  on  Form  52-D 
and  Record  52,  and  appropriate  memo¬ 
randa  of  other  transactions  required  to 
be  entered  in  such  records,  for  the  pur¬ 
pose  of  making  the  entries  correctly. 

(Sec.  4041,  I.  R.  C.) 

§  189.300  Separate  record  of  serial 
numbers  of  cases.  Serial  numbers  of 
cases  of  spirits  disposed  of  by  the  propri¬ 
etor  of  a  tax-paid  bottling  house  need 
not  be  entered  on  Form  52-D  and  Record 
52,  provided  the  proprietor  keeps  in  his 
place  of  business  a  separate  record,  ap¬ 
proved  by  the  district  supervisor,  show¬ 
ing  such  serial  numbers  with  necessary 
Identifying  data,  including  the  date  of 
removal  and  the  name  and  address  of 
the  consignee.  Such  separate  record 
may  be  kept  in  book  form  (including 
loose-leaf  books)  or  may  consist  of  com¬ 
mercial  papers,  such  as  invoices  or  bills. 
Such  books,  invoices,  and  bills  shall  be 
preserved  for  a  period  of  four  years  and 
in  such  a  manner  that  the  required  in¬ 
formation  may  be  ascertained  readily 
therefrom,  and  during  such  period  shall 
be  available  dui'ing  business  houis  for 
inspection  and  the  taking  of  abstracts 
therefrom  by  revenue  officers.  Entries 
shall  be  made  on  such  separate  approved 
record  before  the  close  of  the  business 
day  next  succeeding  the  day  on  which 
the  transactions  occur.  Where  the 
making  of  the  entries  is  deferred  to  the 
next  business  day,  as  authorized  in  this 
section,  appropriate  memoranda  shall  be 
maintained  for  the  purpose  of  making 
the  entries  correctly.  The  proprietor 
W'hose  separate  record  has  been  approved 
by  the  district  supervisor  shall  make  a 
notation  in  the  column  on  Form  52-D 
and  Record  52  for  reporting  serial  num¬ 
bers  as  follows:  “Serial  numbers  shown 
on  commercial  records  per  authority 
dated _ ” 

(Secs.  2857,  4041,  I.  R.  C.) 

§  189.301  Reports.  Except  as  other¬ 
wise  provided  in  this  section,  the  pro¬ 
prietor  shall  file,  daily,  full  and  complete 
transcripts,  in  duplicate,  of  Form  52-D 
(Part  3)  on  Form  52-D  (Part  3)  and  full 
and  complete  transcripts  of  Record  52  on 
Forms  52-A  and  52-B  (one  copy  of  each) 
with  the  district  supervisor,  by  deliver¬ 
ing  or  mailing  them  to  such  officer  on  the 
date  the  transactions  entered  therein 
occurred:  Provided,  That  in  any  case  in 
W'hlch  the  district  supervisor  shall  direct, 
the  transcripts  shall  be  so  filed  with  the 


Investigator  in  charge  instead  of  with 
the  district  supervisor.  The  transcripts 
shall  bear  the  following  certification 
signed  by  the  person  or  officer  authorized 
to  execute  Form  338  or  52-D: 

I  hereby  certify  that  these  transcripts,  con¬ 
sisting  of  —  pages  disclose  all  the  transac¬ 
tions  which  occurred  during  the  period  cov¬ 
ered  thereby,  and  that  each  entry  Is  correct. 

If  in  any  case  the  district  supervisor 
shall  so  authorize,  the  transcripts,  in  lieu 
of  being  filed  daily,  may  be  filed  with 
him  on  or  before  the  10th  day  of  the 
month  succeeding  the  month  in  which 
the  transactions  occurred.  In  such 
event,  transactions  will  be  entered  on 
Form  ■52-D  and  Record  52  in  accordance 
wdth  the  provisions  of  §  189.299.  A  full 
and  complete  transcript,  in  duplicate,  of 
Form  52-D  (except  Part  3  where  such 
part  is  filed  daily)  shall  be  prepared  and 
forw’arded  to  the  district  supervisor  on 
or  before  the  10th  day  of  the  month  suc¬ 
ceeding  the  month  in  which  the  trans¬ 
actions  occurred.  Form  52-D  must  be 
sworn  to  before  an  officer  authorized  to 
administer  oaths:  Provided,  That  if  the 
form  officially  prescribed  for  such  report 
contains  therein  a  provision  for  verifica¬ 
tion  by  a  WTitten  declaration  that  such 
report  is  made  under  penalities  of  per¬ 
jury,  such  report  shall  be  verified  by  the 
execution  of  such  declaration,  and  such 
declaration  so  executed  shall  be  in  lieu 
of  the  oath  required  herein  for  verifica¬ 
tion.  When  Record  52  is  kept,  a 
monthly  summary  report  on  Form  338 
shall  be  prepared  in  duplicate,  one  copy 
of  which  will  be  retained  on  file  and  the 
original  forwarded  to  the  district  super¬ 
visor  on  or  before  the  10th  day  of  the 
month  succeeding  the  month  in  which 
the  transactions  occurred.  Form  338 
must  be  sworn  to  before  an  officer  au¬ 
thorized  to  administer  oaths;  Provided, 
That  if  the  form  officially  prescribed  for 
such  report  contains  therein  a  provision 
for  verification  by  a  WTitten  declaration 
that  such  report  is  made  under  penalties 
of  perjury,  such  report  shall  be  verified 
by  the  execution  of  such  declaration,  and 
such  declaration  so  executed  shall  be  in 
lieu  of  the  oath  required  herein  for  veri¬ 
fication.  Records  kept  on  Form  52-D 
and  Record  52  shall  be  preserved  for  a 
period  of  four  years,  and  during  such 
period  shall  be  available  during  business 
hours  for  inspection  and  the  taking  of 
abstracts  by  the  Commissioner  or  anv 
internal  revenue  officer. 

(Secs.  2857,  3809,  4041,  I.  R.  C.) 

§  189.302  Additional  requirements. 
The  proprietor  of  the  tax-paid  bottling 
house  shall  report,  on  Form  52-D,  Part  3, 
and  when  Record  52  is  kept,  on  Part  2 
and  on  transcript.  Form  52-B,  the  name 
and  address  of  each  consignee,  in  the 
column  now  designated  “Name”.  In  the 
column  now'  designated  “Address”,  there 
w’ill  be  reported  the  name  and  address  of 
the  person,  firm  or  corporation  paying 
(by  advancement  or  reimbursement) 
either  tax,  bottling  charge,  brokerage 
fee,  handling  charge,  or  clearance  fee, 
indicating  which  are  included.  The 
headings  of  both  columns  will  be  amend¬ 
ed  accordingly. 

(a)  Reporting  of  shipment  or  deliv¬ 
ery  of  distilled  spirits  to  third  party. 
Where  the  proprietor  of  a  tax-paid  bot- 
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tling  house  ships  or  delivers  distilled 
spirits  to  a  consignee  on  the  order  of 
another  wholesale  liquor  dealer,  detailed 
records  of  the  transactions  shqll  be  kept 
on  Form  52-D  by  the  proprietor  of  the 
tax-paid  bottling  house  making  the  ship¬ 
ment  or  delivery,  on  Record  52  by  the 
wholesale  liquor  dealer  giving  the  order, 
and  on  Record  52  by  the  consignee  if  he 
is  a  wholesale  liquor  dealer.  For  ex¬ 
ample,  assuming  that  the  proprietor  of 
tax-paid  bottling  house  (A)  ships  or  de¬ 
livers  the  distilled  spirits  to  consignee 
(C)  on  the  order  of  wholesale  dealer  (B) , 
entries  will  be  made  on  the  prescribed 
forms  as  follows : 

(1)  The  proprietor  of  the  tax-paid 
bottling  house  (A)  will  show  in  his  Form 
52-D  the  name  and  address  of  wholesale 
dealer  (B)  who  ordered  the  distilled  spir¬ 
its,  as  well  as  the  name  and  address  of 
consignee  (C),  the  person  to  whom  the 
distilled  spirits  are  actually  shipped  or 
delivered; 

(2)  Wholesale  dealer  (B)  will  show  in 
his  Record  52  that  the  distilled  spirits 
were  purchased  from  wholesale  dealer 
(A),  giving  both  the  name  and  address 
of  (A) .  and  will  at  the  same  time  make 
an  entry  showing  that  the  distilled  spir¬ 
its  were  shipped  or  delivered  by  (A)  to 
consignee  (C)  giving  the  name  and  ad¬ 
dress  of  (C) ;  and 

(3)  Consignee  (C),  if  a  wholesale  li¬ 
quor  dealer,  will  show  in  his  Record  52 
that  the  distilled  spirits  were  purchased 
from  wholesale  dealer  (B)  and  received 
by  him  from  the  proprietor  of  tax-paid 
bottling  house  (A) ,  giving  name  and  ad¬ 
dress  of  both.  A  copy  of  Form  52-D  and 
transcripts  of  Record  52  on  Forms  52-A 
and  52-B,  required  to  be  filed  with  the 
district  supervisor,  will  similarly  show 
the  details  of  such  transactions. 

(b)  Shnilar  third  party  transactions. 
Where  the  proprietor  of  a  tax-paid  bot¬ 
tling  house  keeps  Record  52  and  is  a  party 
to  transactions  similar  to  those  described 
in  paragraph  (a)  of  this  section,  he  shall 
make  similar  entries  of  such  transactions 
in  Record  52;  and  the  transcripts  on 
Forms  52-A  and  52-B  required  to  be  filed 
with  the  district  supervisor,  will  likewise 
show  the  details  of  the  transactions. 

(Secs.  2857,  4041,  I.  R.  C.) 

Derivation:  T.  D.  5625. 

§  189.303  Forms  to  be  provided  by 
users.  Record  52  and  Forms  52A,  52B, 
52D,  and  338  will  be  provided  by  proprie¬ 
tors  at  their  own  expense  but  must  be  in 
the  form  prescribed  by  the  Commis¬ 
sioner;  Provided,  That  with  the  approval 
of  the  Commissioner  the  form  may  be 
modified  to  adapt  its  use  to  tabulating 
or  other  mechanical  equipment;  And 
provided  further.  That  where  the  form 
is  printed  in  book  form,  including  loose- 
leaf  books,  the  instructions  may  be 
printed  on  the  cover  or  the  flyleaf  of  the 
book  instead  of  on  the  individual  form. 
(Secs.  2857,  4041,  I.  R.  C.) 

SuBP.^RT  Z — Storekeeper-Gauger’s  Rec¬ 
ord  AND  Report  of  Red  Strip  Stamps 

§  189.310  Record.  Part  I,  Form  182. 
Storekeeper -gaugers  having  custody  of 
strip  stamps  at  tax-paid  bottling  houses 
will  keep  a  record  of  strip  -stamps  re¬ 
ceived  and  used  on  Part  I  of  Form  182. 


Entries  will  be  made  on  Form  182  daily, 
as  indicated  by  the  headings  of  the  vari¬ 
ous  columns  and  lines  on  the  form,  and 
the  instructions  printed  thereon  or  issued 
in  respect  thereto  and  as  required  by  this 
part.  The  record  will  be  kept  in  bound 
form,  available  for  inspection  by  other 
Government  officers. 

§  189.311  Monthly  report.  Part  II, 
Form  182.  At  the  close  of  the  month  or 
within  five  days  thereafter,  the  store¬ 
keeper-gauger  will  prepare  a  monthly 
report  on  Part  II  of  Form  182,  in  tripli¬ 
cate,  of  strip  stamps  received  and  used 
during  the  month.  The  officer  will  re¬ 
tain  one  copy  of  Part  II,  available  for 
inspection  by  other  Government  officers, 
furnish  one  copy  to  the  proprietor,  and 
forward  the  remaining  copy  to  the 
district  supervisor. 

Subpart  AA — Sales  of  Distilled  Spirits 
BY  Proprietors  of  Tax-Paid  Bottling 
Houses 

§  189.320  Bulk  containers.  Under  the 
regulations  issued  pursuant  to  the  Fed¬ 
eral  Alcohol  Administration  Act  (27  CFR, 
Part  3)  distillers  and  proprietors  of  in¬ 
ternal  revenue  bonded  warehouses,  in¬ 
dustrial  alcohol  plants,  and  industrial 
alcohol  bonded  warehouses,  including 
those  operating  tax-paid  bottling  houses, 
may  sell  or  dispose  of  distilled  spirits  in 
bulk,  1.  e.,  in  containers  having  a  ca¬ 
pacity  in  excess  of  one  wine  gallon,  (a) 
to  distillers  and  proprietors  of  internal 
revenue  bonded  warehouses,  industrial 
alcohol  plants,  and  industrial  alcohol 
bonded  warehouses,  including  those  op¬ 
erating  tax-paid  bottling  houses;  (b) 
to  rectifiers;  (c)  to  proprietors  of  class 
8  customs  bonded  warehouses  (imported 
spirits  only) ;  (d)  to  winemakers 

(brandy  or  alcohol)  for  the  fortification 
of  wine;  (e)  to  any  agency  of  the  United 
States  or  of  any  State  or  political  sub¬ 
division  thereof;  (f)  for  export;  (g)  on 
warehouse  receipts,  conforming  to  the 
regulations  issued  under  the  Federal 
Alcohol  Administration  Act,  for  distilled 
spirits  in  internal  revenue  bonded  ware¬ 
houses;  and  (h)  for  industrial  use  as 
follow’s:  For  experimental  purposes  and 
for  use  in  the  manufacture  (1)  of 
medicinal,  pharmaceutical,  or  antiseptic 
products,  including  prescriptions  com¬ 
pounded  by  retail  druggists;  (2)  of  toilet 
products;  (3)  of  flavoring  extracts, 
sirups,  or  food  products;  or  (4)  of 
scientific,  chemical,  mechanical,  or  in¬ 
dustrial  products;  provided  such  prod¬ 
ucts  are  unfit  for  beverage  use.  Distilled 
spirits  produced  at  registered  distilleries 
at  a  proof  of  160  degrees  or  more,  upon 
tax  payment,  may  be  w’ithdrawn  for 
beverage  purposes  only;  and  under  the 
regulations  issued  pursuant  to  the  Fed¬ 
eral  Alcohol  Administration  Act,  dis¬ 
tillers,  proprietors  of  Internal  revenue 
bonded  warehouses  and  other  permittees 
engaged  in  the  sale  or  other  disposition  of 
distilled  spirits  for  nonindustrial  use  may 
not  sell  or  otherwise  dispose  of  distilled 
spirits  (other  than  alcohol  or  neutral 
spirits — fruit)  in  bulk  for  industrial  use, 
unless  such  spirits  are  shipped  or  de¬ 
livered  directly  to  the  Industrial  user 
thereof. 

(Sec.  2883.  I.  R.  C.;  Sec.  6.  49  Stat.  985;  27 
U.  S.  C.,  206) 


§  189.321  Retail  containers.  .  Except 
as  provided  in  §  189.320,  proprietors  of 
tax-paid  bottling  houses  may  sell  or  dis¬ 
pose  of  distilled  spirits  only  in  containers 
having  a  capacity  of  1  gallon  or  less.  All 
such  containers  having  a  capacity  of 
one-half  pint  or  more  must  conform  to 
the  requirements  of  Regulations  13  (26 
CFR,  Part  175). 

(Sec.  6,  49  Stat.  985;  27  U.  S.  C.  2C6) 

§  189.322  Broken  cases.  The  proprie¬ 
tor  may  break  serially  numbered  cases  in 
the  case  storage  room  or  the  contiguous 
wholesale  liquor  dealer  room  when  nec¬ 
essary  for  the  purpose  of  filling  orders 
for  less  than  a  case  of  particular  brands 
or  kinds  of  liquors,  provided  notation  of 
the  serial  numbers  of  such  cases  is  made 
on  Form  52-D,  or  on  a  separate  record 
with  identifying  data  in  accordance  with 
§  189.300.  Broken  cases  wall  be  kept 
separate  from  full  cases,  and  no  case 
shall  be.  broken  unless  necessary  to  fill 
orders.  Composite  or  partial  cases  will 
not  be  serially  numbered. 

(Secs.  2857,  4041,  I.  R.  C.) 

Subpart  BB — Special  (Occupational) 
Taxes 

§  189.330  Wholesale  and  retail  liquor 
dealer.  Proprietors  of  tax-paid  bottling 
houses  who  sell  distilled  spirits  or  wines 
must  file  separate  return  on  Form  11, 
and  pay  special  (occupational)  taxes  as 
wholesale  liquor  dealer  or  retail  liquor 
dealer,  or  both,  for  the  premises  at  which 
sales  are  made,  in  accordance  with  the 
law’  and  Regulations  20  (26  CFR,  Part 
194). 

(Secs.  3250  (a),  (b),  3254  (b),  (c).  3270,  3271, 
3272,  3273,  3274,  3277,  3278,  3279,  3280, 
I.  R.  C.) 

§  189.331  Warehouse  receipts  cover¬ 
ing  distilled  spirits.  Since  the  sale  of 
warehouse  receipts  for  distilled  spirits  is 
equivalent  to  the  sale  of  distilled  spirits, 
every  proprietor  of  a  tax -paid  bottling 
house  who  sells,  or  offers  for  sale,  ware¬ 
house  receipts  for  distilled  spirits  stored 
in  internal  revenue  bonded  warehouses, 
or  elsew’here,  incurs  liability  to  special 
tax  as  a  dealer  in  liquors  at  the  place 
where  such  warehouse  receipts  are  sold 
or  offered  for  sale,  and  must  file  return 
and  pay  occupational  tax  as  provided  in 
§  189.330. 

(Secs.  3250  (b),  3254  (b),  (c).  3270,  3271, 
3272,  3273,  3274,  3277,  3278,  3279,  3230, 
I.  R.  C.) 

Subpart  CC — Operating  Under  a  New 
Individual  or  Corporate  Name,  or 
Under  Different  Trade  Names  or 
Styles 

§  189.335  Qualification  of  proprietor. 
Whenever  the  proprietor  of  a  tax-paid 
bottling  house  desires  to  change  the  in¬ 
dividual  or  corporate  name,  or  the  trade 
name  or  style  in  which  the  tax-paid 
bottling  house  is  operated,  he  must 
secure  approval  of  such  change  in  the 
manner  prescribed  in  §  189.111,  prior  to 
the  commencement  of  operations:  Pro¬ 
vided,  That  where  the  proprietor  desires 
to  bottle  spirits  under  more  than  one 
trade  name  or  style  and  such  trade  name 
or  style  has  been  specified  on  an 
approved  Form  27-E.  and  has  also  been 
specified  on  the  proprietor’s  Federal 
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Alcohol  Administration  Act  permit  and  • 
he  has  secured  certificates  of  label 
approval  or  certificates  of  exemption 
from  label  approval  for  the  labeling  of 
spirits  under  such  trade  name  or  style, 
the  proprietor  may  state  on  his  applica¬ 
tion  to  dump  and  bottle.  Form  230,  his 
desire  to  bottle  and  label  the  spirits  cov¬ 
ered  by  the  form  under  such  trade  name 
or  style,  and  upon  approval  of  the  form 
in  the  usual  manner,  he  may  so  bottle 
and  label  the  particular  spirits  without 
filing  an  amended  notice  on  Form  27-E 
or  changing  the  name  under  which  the 
tax-paid  bottling  house  is  then  qualified 
and  operated. 

§  189.336  Spirits  covered  by  outstand¬ 
ing  Forms  230.  Whenever  a  change  in 
the  individual  or  corporate  name,  or  in 
the  trade  name  or  style,  takes  place  at 
a  tax-paid  bottling  house,  the  proprietor 
shall  enter  in  his  certificate  on  both 
copies  of  each  outstanding  Form  230 
the  total  quantity  of  spirits  bottled  from 
each  lot  prior  to  the  effective  date  of 
the  change,  giving  all  of  the  informa¬ 
tion  j-equired  by  headings  of  the  various 
columns  and  lines  on  the  form,  and  the 
instructions  printed  thereon,  or  issued 
in  respect  thereto  and  as  required  by 
this  part.  Each  of  such  entries  will  be 
followed  by  a  statement  dated  and 
signed  by  the  proprietor,  showing  that 
the  remainder  of  the  spirits  described 
on  the  form  are  to  be  bottled  under 
the  new  name.  Upon  completion  of  the 
bottling,  the  proprietor  will  complete  the 
execution  of  his  certificate  on  the  forms 
under  the  new  name,  submit  them  to 
the  storekeeper-gauger  for  verification, 
and  dispose  of  the  same  in  the  manner 
prescribed  in  §  189.208. 

§  189.337  Records.  Separate  records 
on  Form  52D  will  not  be  inquired  for 
operations  under  a  new  individual  or 
corporate  name,  or  under  each  trade 
name  or  style,  but  the  proprietor  must 
note  on  Form  52D  the  individual  or  cor¬ 
porate  names,  or  the  trade  names  or 
styles,  under  which  operations  were  con¬ 
ducted  during  the  month  and  the  dates 
of  operation  under  each.  The  store¬ 
keeper-gauger  will  make  a  similar  nota¬ 
tion  on  Form  182. 

(Secs.  2857,  4041,  I.  R.  C.) 

Subpart  DD — Change  of  Proprietorship 

§  189.345  Completion  of  operations  re¬ 
quired.  When  a  succession,  or  actual 
change,  in  the  proprietorship  of  a  tax- 
paid  bottling  house  takes  place  other 
than  a  change  brought  about  by  oper¬ 
ation  of  law,  as  by  the  appointment  of 
an  administrator,  executor,  assignee,  re¬ 
ceiver,  trustee,  or  other  fiduciary,  the 
business  of  bottling  spirits  must  be  com¬ 
pletely  finished  by  the  person  or  persons 
who  have  been  carrying  on  the  business, 
and  all  spirits  on  hand  removed  from 
the  premises  before  the  business  shall  be 
undertaken  or  begun  by  the  succeeding 
proprietor,  unless  by  agreement  between 
the  outgoing  proprietor  and  the  successor 
it  shall  be  arranged  to  transfer  from 
the  former  to  the  latter,  at  the  time  the 
transfer  of  proprietorship  becomes  effec¬ 
tive,  all  spirits  then  on  hand:  Provided, 
That  in  each  case  the  notice  and  other 
No.  80 - 8 


qualifying  documents  of  the  successor 
prescribed  by  this  part  have  been  ap¬ 
proved  as  provided  in  this  part,  to  take 
effect  on  the  day  next  succeeding  that 
at  the  close  of  w’hich  the  transfer  is 
made.  Where  a  change  of  proprietorship 
has  been  brought  about  by  operation  of 
law,  the  administrator,  executor,  as¬ 
signee,  receiver,  trustee,  or  other  fidu¬ 
ciary,  may  not  commence  operations 
until  the  required  qualifying  documents 
have  been  filed  and  approved. 

§  189.346  Spirits  covered  by  outstand¬ 
ing  Forms  230.  Where  there  is  a  change 
in  proprietorship,  and  all  spirits  on  hand 
at  the  time  such  change  becomes  effec¬ 
tive  are  transferred  to  the  successor,  the 
outgoing  proprietor  shall  enter  on  both 
copies  of  each  outstanding  Form  230  the 
total  quantity  of  spirits  bottled  by  him, 
giving  all  the  information  required  by 
the  headings  of  the  various  columns  and 
lines  on  the  form,  and  the  instructions 
printed  thereon  or  issued  in  respect 
thereto  and  as  required  by  this  part. 
Each  of  such  entries  will  be  followed  by 
a  statement,  dated  and  signed  by  the 
outgoing  f)roprietor,  showing  that  the 
remainder  of  the  spirits  described  on 
the  form  were  transferred  to  his  succes¬ 
sor,  Upon  completion  of  the  bottling, 
the  successor  shall  complete  the  execu¬ 
tion  of  the  forms,  submit  them  to  the 
storekeeper-gauger  for  verification,  and 
then  dispose  of  the  same  in  the  manner 
prescribed  in  §  189.208.'  If  an  adminis¬ 
trator,  executor,  assignee,  receiver, 
trustee,  or  other  fiduciary  succeeds  to  the 
business  and  qualifies  to  conduct  same, 
he  shall  make  appropriate  notation  of 
his  succession  on  both  copies  of  each 
Form  230,  and  upon  completion  of  the 
bottling  he  shall  complete  the  execution 
of  the  forms  and  otherwise  proceed  as 
specified  above, 

§  189.347  Disposition  of  strip  stamps. 
The  outgoing  proprietor  may  not  trans¬ 
fer  any  strip  stamps  to  his  successor. 
The  stamps  must  be  disposed  of  as  pro¬ 
vided  in  §  189.357.  Where  the  change  of 
proprietorship  is  to  be  of  a  temporary 
nature,  any  strip  stamps  on  hand  be¬ 
longing  to  the  outgoing  proprietor  will 
be  retained  in  the  custody  of  the  store¬ 
keeper-gauger  pending  requalification 
and  resumption  of  operations  by  such 
proprietor, 

§  189.348  Records  and  reports.  Where 
there  is  a  change  in  the  proprietorship 
otherwise  than  by  operation  of  law,  the 
outgoing  proprietor  shall  enter  on  his 
Form  52-D  all  spirits  transferred  to  his 
successor,  who  shall  in  turn  enter  such 
items  on  his  Form  52-D  as  received  from 
his  predecessor.  Where  an  administra¬ 
tor,  executor,  assignee,  receiver,  trustee, 
or  other  fiduciary  succeeds  to  the  busi¬ 
ness  and  qualifies  to  operate  the  same, 
he  shall  make  proper  notation  on  Form 
52-D  of  his  succession. 

(Secs.  2857,  4041,  I,  R.  C.) 

Subpart  EE — Discontinuance  of 
Operations 

§  189.355  Disposition  of  spirits.  Upon 
permanent  discontinuance  of  business, 
the  proprietor  will  file  notice  thereof  on 
Form  27-E  as  prescribed  in  §  189.358.  All 


spirits  on  hand  must  be  accounted  for 
on  Form  52-D,  and  the  disposition  of 
any  bulk  spirits  on  hand  must  be  in  ac¬ 
cordance  with  the  provisions  of  §  189.310. 
(Secs.  2857,  4041,  I.  R.  C.) 

§  189.356  Dispositio7i  of  indicia  bot¬ 
tles.  If  there  are  any  indicia  bottles  on 
hand,  the  same  w’ill  be  inventoried  by  the 
storekeeper-gauger  or  other  officer  desig¬ 
nated  for  the  purpose  by  the  district 
supervisor.  The  disposition  of  such  bot¬ 
tles  will  be  in  accordance  with  the  pro¬ 
cedure  prescribed  in  Regulations  13  (26 
CFR,  Part  175). 

§  189.357  Disposition  of  strip  stamps. 
All  unused  red  strip  stamps,  if  any,  be¬ 
longing  to  the  proprietor  at  the  time  of 
permanent  discontinuance  of  business 
w'ill  be  inventoried  by  denomination, 
serial  number,  and  quantity,  by  the 
storekeeper-gauger  or  other  officer  des¬ 
ignated  by  the  district  supervisor  to  per¬ 
form  such  duty.  The  officer  will  deliver 
such  stamps  to  the  proprietor  and  take 
his  receipt  therefor,  in  duplicate.  When 
delivering  the  stamps  the  officer  will  ad¬ 
vise  the  proprietor  that  the  value  of  the 
stamps,  if  in  quantities  of  the  value  of 
$5  or  more,  may  be  refunded,  provided 
that  a  claim  for  such  refund  on  Form 
843,  establishing  the  lawful  issuance  and 
ownership  of  the  stamps,  is  filed  with  the 
collector  of  internal  revenue  w’ho  issued 
the  stamps  wuthin  2  years  after  the  date 
on  w'hich  such  stamps  were  lawfully  is¬ 
sued,  or  that  such  unused  stamps  may 
be  destroyed  in  the  presence  of  the  Gov¬ 
ernment  officer  and  the  proprietor  there¬ 
by  relieved  from  further  accountability 
for  the  stamps.  If  the  stamps  are  not 
surrendered  to  the  collector  for  refund 
of  their  value  or  are  not  destroyed,  the 
proprietor  must  account  for  the  stamps 
each  month  by  rendering  Form  26  to  the 
district  supervisor.  The  officer  shall 
make  a  notation  on  the  receipt  as  to  the 
disposition  maote  or  to  be  made  of  the 
stamps.  One  copy  of  the  receipt  will  be 
delivered  to  the  proprietor  and  the 
original  will  be  delivered  to  the  district 
supervisor. 

§  189.358  Notice,  Form  27-E.  When 
all  spirits,  indicia  bottles,  and  red  strip 
stamps  have  been  lawfully  disposed  of, 
the  proprietor  shall  file  Form  27-E,  in 
triplicate,  with  the  district  supervisor, 
stating  the  purpose  of  the  filing  thereof 
to  be  “Permanent  discontinuance  of  busi¬ 
ness.”  The  district  supervisor  will  for¬ 
ward  the  original  of  the  Form  27-E  to 
the  Commissioner,  wdth  a  copy  of  the 
report  of  the  Government  officer,  re¬ 
flecting  compliance  with  the  foregoing 
provisions  of  this  section. 

Subpart  FF — Concerning  Locks  and 
Seals 

§  189.365  Furnished  by  Government. 
The  Commissioner  will  furnish,  at  the 
expense  of  the  United  States,  all  Gov¬ 
ernment  locks  and  seals  required  to  be 
used  at  tax-paid  bottling  houses.  Dis¬ 
trict  supervisors  will  see  that  tax-paid 
bottling  houses  in  their  respective  dis¬ 
tricts  are  fully  equipped  with  locks  in 
good  condition  and  that  the  necessary 
seals  are  provided  for  seal  locks. 
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5  189.366  Where  locks  are  required. 
District  supervisors  will  bear  in  mind 
that  Government  locks  are  required 
upon  the  door  of  the  Government  cabi¬ 
net  and  the  entrance  door  of  the  export 
storage  room,  if  any;  upon  the  man- 
heads,  inlets,  outlets,  and  other  openings 
of  storage  tanks,  and  bottling  tanks; 
upon  the  valves  in  pipe  lines  which  con¬ 
vey  spirits  into  the  tax-paid  bottling 
house  from  contiguous  premises;  and 
upon  such  other  valves,  stopcocks,  and 
openings  in  equipment  and  apparatus  as 
are  required  by  this  part  or  deemed  nec¬ 
essary  by  the  district  supervisor  to  be 
secured  with  Government  locks. 

§  189.267  Seal  locks.  Seal  locks  will 
be  used  on  the  door  of  the  Government 
cabinet;  on  the  entrance  door  of  the 
export  storage  room,  if  any;  and  on  such 
other  places  where  the  use  of  seal  locks 
is  required  by  this  part  or  deemed  neces¬ 
sary  by  the  district  supervisor. 

§  189.368  Plavi  locks.  Plain  locks  will 
be  used  at  all  other  places  in  the  tax- 
paid  bottling  house  where  locks  are  re¬ 
quired  by  this  part. 

S  189.369  Custody  of  locks  and  keys. 
Storekeeper-gaugers  are  strictly  pro¬ 
hibited  from  intrusting  locks,  keys,  or 
seals  in  their  possession  to  any  person 
other  than  an  internal  revenue  officer 
entitled  to  receive  them,  and  under  no 
circumstances  will  they  permit  locks  to 
remain  open,  whether  hanging  by  the 
shackle  or  otherwise. 

StTBPART  GG — Duties  of  Storekeeper- 
Gauger 

§  189.375  Additional  to  other  duties. 
Where  the  storekeeper-gauger  assigned 
to  a  distillery,  an  Internal  revenue 
bonded  warehouse,  industrial  alcohol 
plant,  alcohol  bonded  warehouse,  or  a 
contiguous  rectifying  plant,  is  charged 
with  the.  duty  of  supervising  operations 
at  a  tax-paid  bottling  “blouse,  he  will 
exercise  such  supervision  in  connection 
with  his  other  duties. 

§  189.376  Degree  of  supervision.  The 
storekeeper-gauger,  who  supervises  the 
operations  of  a  tax-paid  bottling  house 
in  addition  to  his  other  duties,  will  main¬ 
tain  such  supervision  as  will  enable  him 
to  know  that  no  unauthorized  mingling 
of  spii’its  occurs;  that  only  lawfully  tax- 
paid  spirits  are  bottled;  and  that  the 
requirements  of  this  part  in  other  re¬ 
spects  are  being  observed  by  the  pro¬ 
prietor.  He  will,  insofar  as  his  other 
duties  permit,  examine  tank  cars  of 
spirits  before  they  are  unloaded  to  de¬ 
termine  that  the  railroad  car  seals  are 
intact  and  that  each  bears  a  collector’s 
certificate  of  tax-payment;  supervise  the 
receipt  of  spirits  by  pipe  line;  examine 
packages  of  spirits  to  be  dumped  for 
bottling  to  determine  whether  they  bear 
proper  evidence  of  tax-payment;  ex¬ 
amine  storage  tanks  from  which  spirits 
are  to  be  removed  for  bottling  to  deter¬ 
mine  whether  the  contents  correspond 
with  the  record  on  Form  703-A,  1440  or 
Form  1520  attached  to  the  tank;  verify 
cases  filled;  supervise  the  bottling  and 
storing  of  distilled  spirits  and  wines 


especially  for  export,  with  benefit  of 
drawback,  in  accordance  with  Regula¬ 
tions  28  (26  CFR,  Part  176) ;  inspect 
bottles  used  for  packaging  spirits  to 
determine  whether  the  provisions  ^  of 
Regulations  13  (26  CFR,  Part  175)  are 
being  complied  with;  inspect  labels  to 
determine  whether  the  provisions  of 
Subpart  U  are  being  observed;  determine 
whether  proper  use  is  made  of  strip 
stamps;  And  determine  whether  proper 
records  are  kept  by  the  proprietor  of  the 
receipt,  dumping,  bottling,  and  disposi¬ 
tion  of  spirits.  The  required  supervision 
may  be  accomplished  by  observations 
made  at  such  times  as  the  storekeeper- 
gauger  must  necessarily  visit  the  bottling 
house  for  the  examination  of  packages  of 
spirits  to  be  dumped  for  bottling,  the 
verification  of  cases  filled,  the  issuance 
of  stamps,  etc.,  and  by  inspection  made 
at  irregular  intervals  from  time  to  time 
as  his  duties  at  the  distillery,  bonded 
warehouse,  or  rectifying  plant  permit. 
(Sec.  2883,  I.  R.  C.) 

3.  The  purposes  of  the  proposed  regu¬ 
lations  are  as  follows: 

(a)  To  conform  to  the  act  of  February 
21, 1950  (Public  Law  448 — 81st  Congress) , 
effective  September  1,  1950. 

(b)  To  delegate  to  district  supervisors 
the  authority  to  approve  the  establish¬ 
ment  of  tax-paid  bottling  houses. 

(c)  To  incorporate  the  regulations 
governing  the  gauging  of  distilled  spirits 
at  tax-paid  bottling  houses,  now  con¬ 
tained  in  the  Gauging  Manual  (26  CFR, 
Part  186)  but  which  are  being  deleted 
from  the  current  revision  of  such 
manual. 

(d)  To  liberalize  the  requirements  per¬ 
taining  to  the  separation  of  tax-paid 
bottling  houses  from  rectifying  plants 
and  wholesale  liquor  dealer  premises 
operated  by  the  same  proprietor  or  his 
affiliate  or  subsidiary. 

(e)  To  require  that  proprietors  of  tax- 
paid  bottling  hoases  furnish  to  the  Gov¬ 
ernment  officer  supervising  the  bottling 
of  spirits  received  from  a  rectifying  plant, 
the  rectifier’s  statement  of  composition 
of  such  spirits  for  comparison  with  the 
label  to  be  used. 

(f)  To  discontinue  Form  1625  as  a 
district  supervisor’s  monthly  account  of 
tax-paid  bottling  houses. 

(g)  To  prescribe,  in  lieu  of  an  oath,  a 
declaration  subject  to  the  penalties  of 
perjury,  for  the  following  forms; 

Form  26,  “Registry  of  Stills.” 

Form  27-E.  “Notice  by  Proprietor  of  Tax- 
Paid  Bottling  House.” 

Form  62-4,  “Monthly  Record  and  Report  of 
Tax-Paid  Bottling  Hovise  Operations.” 

Form  62-F,  “Wholesale  Liquor  Dealers* 
Monthly  Record  and  Report  of  Purchases  and 
Sales  of  Warehouse  Receipts  for  Distilled 
Spirits.” 

Form  838,  “Wholesale  Liquor  Dealer’s 
Monthly  Report.” 

Form  1579,  “Application  for  Exchange  of 
Strip  Stamps  Under  Section  2803  (c) ,  I.  R.  C.” 

(h)  To  rearrange  the  text  to  conform 
to  the  Federal  Register  Regulations  (13 
F.  R.  5929). 

IF.  R.  Doc.  60-3537;  Filed.  Apr,  25,  1950; 
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DEPARTMENT  CF  AGRICULTURE 

Production  and  Marketing 
Administration 

[  7  CFR,  Part  919  1 

(AO  2201 

Handling  of  Irish  Potatoes  Grown  in 
Upstate  New  York 

NOTICE  OF  HEARING  WITH  RESPECT  TO  A 
PROPOSED  MARKETING  AGREEMENT  AND 
ORDER 

Pursuant  to  the  Agricultural  Market¬ 
ing  Agreement  Act  of  1937,  as  amended 
(7  U.  S.  C.  601  et  seq.;  61  Stat.  202,  707; 
62  Stat.  1247;  63  Stat.  1051),  and  in  ac¬ 
cordance  with  the  applicable  rules  of 
practice  and  procedure  governing  the 
formulation  of  marketing  agreements 
and  marketing  orders  (7  CFR  Part  900), 
notice  is  hereby  given  of  a  public  hearing 
to  be  held  at  the  Sports  Arena,  Edgerton 
Park,  Rochester,  New  York,  beginning  at 
9:30  a.  m.,  e.  s.  t.,  May  15,  1950,  with 
respect  to  a  proposed  marketing  agree¬ 
ment  and  order  regulating  the  handling 
of  Irish  potatoes  grown  in  the  State  of 
New  York  (except  for  the  counties  of 
Suffolk,  Nassau,  Queens,  Kings,  New 
York,  Bronx,  and  Richmond) .  The  pro¬ 
posed  marketing  agreement  and  order 
have  not  received  the  approval  of  the 
Secretary  of  Agriculture. 

The  public  hearing  is  for  the  purpo.se 
of  receiving  evidence  with  respect  to  eco¬ 
nomic  and  marketing  conditions  which 
relate  to  the  provisions  of  the  proposed 
marketing  agreement  and  order  herein¬ 
after  set  forth,  or  appropriate  modifica¬ 
tions  thereof. 

A  committee  representing  growers  and 
shippers  in  Upstate  New  York  drafted 
and  requested  a  hearing  on  the  following 
proposed  marketing  agreement  and 
order  regulating  the  handling  of  potatoes 
in  the  proposed  production  area. 

§  919.1  Definitions.  As  used  herein, 
the  following  terms  have  the  following 
meaning: 

(a)  “Secretary”  means  the  Secretary 
of  Agriculture  of  the  United  States,  or 
any  officer,  or  employee  of  the  United 
States  Department  of  Agriculture,  who 
Is,  or  may  hereafter  be  authorized  to  ex¬ 
ercise  the  powers  and  to  perform  the 
duties  of  the  Secretary  of  Agriculture. 

(b)  “Act”  means  Public  Act  No.  10, 
73d  Congress,  as  amended  and  reenacted 
and  amended  by  the  Agricultural  Mar¬ 
keting  Agreement  Act  of  1937,  as 
amended  (7  U.  S.  C.  601  et  seq.;  61  Stat. 
202,  707;  62  Stat.  1247;  63  Stat.  1051). 

(c)  “Person”  means  an  individual, 
partnership,  corporation,  association,  or 
any  organized  group  or  business  unit. 

(d)  “Production  area”  means  all  ter¬ 
ritory  included  within  the  boundaries  of 
the  State  of  New  York  (except  the  coun¬ 
ties  of  Suffolk,  Nassau,  Queens.  Kings, 
New  York,  Bronx,  and  Richmond) , 

(e)  “Potatoes”  means  all  varieties  of 
Irish  potatoes  grown  within  the  produc¬ 
tion  area, 

(f)  “Handler”  is  synonymous  with 
shipper  and  means  any  person  (except 
a  common  or  contract  carrier  of  pota¬ 
toes  owned  by  another  person)  who 
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moves,  gr?ides,  sizes,  packs,  or  ships 
potatoes. 

(g)  “Ship”  or  “handle”  means  to 
transport,  sell,  or  in  any  other  way  to 
place  potatoes  in  the  current  of  com¬ 
merce  within  the  production  area  or  be¬ 
tween  the  production  area  and  any  point 
outside  thereof. 

(h)  “Producer”  means  any  person  en¬ 
gaged  in  the  production  of  potatoes  for 
market. 

(i)  “Fiscal  year”  means  the  period  be¬ 
ginning  June  1  of  each  year  and  ending 
May  31  following. 

(j)  “Committee”  means  the  adminis¬ 
trative  committee  called  the  Upstate  New 
York  Potato  Committee  established  pur¬ 
suant  to  §  919.2. 

(k)  “Varieties”  means  and  includes 
all  classifications  or  subdivisions  of  Irish 
potatoes  according  to  those  definitive 
characteristics  now  or  hereafter  recog¬ 
nized  by  the  United  States  Department  • 
of  Agriculture. 

(l)  “Seed  potatoes”  means  and  in¬ 
cludes  all  potatoes  officially  certified  and 
tagged,  marked  or  otherwise  appropri¬ 
ately  identified,  under  the  supervision  of 
the  official  seed  potato  certifying  agency 
of  the  State  of  New  York. 

(m)  “Table  stock  potatoes”  means  and 
Includes  all  potatoes  not  included  within 
the  definition  of  “seed  potatoes.” 

(n)  “Wholesale  pack”  means  a  unit  of 
fifty  pounds  net  weight  or  more  of  pota¬ 
toes  contained  in  a  bag,  crate,  or  any 
other  type  of  container. 

(o)  “Consumer  pack”  means  a  unit  of 
less  than  fifty  pounds  net  weight  of  pota¬ 
toes  contained  in  a  bag,  crate,  or  any 
other  type  of  container. 

(p)  “Grade”  means  any  one  of  the 
officially  established  grades  of  potatoes, 
and  “size”  means  any  one  of  the  of¬ 
ficially  established  sizes  of  potatoes,  as 
defined  and  set  forth  in: 

(1)  The  United  States  Standards  for 
Potatoes  issued  by  the  United  States  De¬ 
partment  of  Agriculture  (14  F.  R.  1955, 
2161) ,  or  amendments  thereto,  or  modifi¬ 
cations  thereof,  or  variations  based 
thereon: 

(2)  The  United  States  Consumer 
Standards  for  Potatoes  issued  by  the 
United  States  Department  of  Agriculture 
(12  F.  R.  7281),  or  amendments  thereto, 
or  modifications  thereof,  or  variations 
based  thereon:  or 

(3)  State  of  New  York  Standards  for 
Potatoes  issued  by  the  Commissioner  of 
Agriculture  of  the  State  of  New  York,  or 
amendments  thereto,  or  modifications 
thereof,  or  variations  based  thereon. 

(q)  “Export”  means  shipment  of  po¬ 
tatoes  beyond  the  boundaries  of*conti- 
nental  United  States. 

(r)  “Di.strict”  means  each  one  of  the 
geographical  divisions  of  the  production 
area  established  pursuant  to  §  919.2  (c). 

(s)  “Branding”  means  marking,  tag¬ 
ging,  or  labeling  the  grade,  size,  quality, 
net  weight  or  contents,  and  the  name  and 
address  of  the  handler  on  each  container 
of  potatoes. 

§  919,2  Administrative  Committee — 

(a)  Establishment  and  membership.  (1) 
The  Upstate  New  York  Potato  Com- 
^  niittee  consisting  of  9  members  of  whom 
*  6  shall  be  producers  and  3  shall  be  han¬ 
dlers  is  hereby  established.  For  each 


member  of  the  committee  there  shall  be 
an  alternate  who  shall  have  the  same 
qualifications  as  the  member, 

(2)  (i)  Persons  selected  as  committee 
members  or  alternates  to  represent  pro¬ 
ducers  shall  be  individuals  who  are  pro¬ 
ducers  or  officers  or  employees  of  a 
corporate  producer  in  the  respective  dis¬ 
trict  for  which  selected. 

(ii)  Persons  selected  as  committee 
members  or  alternates  to  represent 
handlers  shall  be  individuals  W’ho  are 
handlers  or  officers  or  employees  of  a 
corporate  handler  in  the  production 
area. 

(b)  Term  of  office.  (1)  The  term  of 
office  of  committee  members  and  their 
alternates  shall  be  for  two  years  begin¬ 
ning  on  the  first  day  of  the  fiscal  year 
and  continuing  until  the  end  of  the  suc¬ 
ceeding  fiscal  year  and  until  their  succes¬ 
sors  are  selected  and  have  qualified: 
Provided,  however.  That  the  terms  of 
office  of  four  of  the  initial  members  and 
their  respective  alternates  shall  be  for 
one  year. 

<2)  Committee  members  and  alter¬ 
nates  shall  serve  during  the  term  of  office 
for  w'hich  they  are  selected  and  have 
qualified,  or  during  that  portion  thereof 
beginning  on  the  date  on  which  they 
qualify  during  the  term  of  office  and  con¬ 
tinuing  until  the  end  thereof,  and  until 
their  successors  are  selected  and  have 
qualified. 

(c)  Districts.  (1)  For  the  purpose  of 
selecting  producer  committee  members, 
the  following  districts  of  the  production 
area  are  hereby  established: 

District  No.  1.  Shall  include  the  counties 
of  Wayne,  Seneca,  Schuyler,  Chemung,  and 
all  the  counties  west  thereof; 

District  No.  2.  Shall  Include  the  counties 
of  St.  Lawrence,  Franklin,  Clinton,  Essex, 
Warren,  and  '  .ashington; 

District  No.  3.  Shall  include  all  the  re¬ 
maining  counties  in  the  production  area  not 
Included  in  Districts  Nos.  1  and  2. 

(2)  The  Secretary,  upon  the  recom¬ 
mendation  of  the  committee,  may  rees¬ 
tablish  districts  w'ithki  the  production 
area  and  may  reapportion  committee 
membership  among  the  various  districts: 
Provided,  That  in  recommending  any 
such  changes  in  districts  or  representa¬ 
tion  the  committee  shall  give  considera¬ 
tion  to;  (i)  the  relative  importance  of 
new  areas  of  production;  (ii)  changes  in 
the  relative  position,  with  respect  to 
production  of  existing  districts;  (iii)  the 
geographic  location  of  production  areas 
as  it  would  affect  the  efficiency  of  admin¬ 
istering  the  marketing  agreement  and 
order;  and  (iv)  other  relevant  factors: 
Provided  further.  That  there  shall  be  no 
change  in  the  total  number  of  committee 
members  or  in  the  total  number  of  dis¬ 
tricts. 

(d)  Nomination.  The  Secretary  may 
select  the  members  of  the  Upstate  New 
York  Potato  Committee  and  their  re¬ 
spective  alternates  from  nominations 
which  may  be  made  in  the  following 
manner: 

(1)  Nominations  for  initial  members 
of  the  committee  and  their  respective 
alternates  may  be  submitted  by  pro¬ 
ducers,  handlers,  or  groups  thereof,  and 
such  nominations  may  ^  by  virtue  of 
elections  conducted  by  groups  of  pro¬ 
ducers  and  by  groups  of  handlers. 


(2)  In  order  to  provide  nominations 
for  succeeding  committee  members  and 
alternates: 

(i)  The  Upstate  New  York  Potato 
Committee  shall  hold  or  cause  to  be  held 
60  days  prior  to  the  end  of  each  fi.scal 
year,  after  the  effective  date  hereof,  a 
meeting  or  meetings  of  producers  and  of 
handlers  respectively  in  each  of  the  dis¬ 
tricts  designated  in  paragraph  (c)  of  this 
section  in  which  the  terms  of  office  of 
committee  members,  and  their  respective 
alternates  will  terminate  at  the  end  of 
the  then  current  fiscal  year; 

(ii)  At  each  such  meeting  at  least  two 
nominees  shall  be  designated  for  each 
position  as  member  and  for  each  position 
as  alternate  member  on  the  committee 
which  is  vacant  or  which  is  to  become 
vacant  at  the  end  of  the  then  current 
fiscal  year; 

(iii)  Nominations  for  committee  mem¬ 
bers  and  alternate  members  shall  be  sup¬ 
plied  to  the  Secretary  in  such  manner 
and  form  as  he  may  prescribe,  not  later 
than  30  days  prior  to  the  end  of  each 
fiscal  year; 

(iv)  Only  producers  may  participate 
In  designating  nominees  for  producer 
committee  members  and  their  alternates 
and  only  handlers  may  participate  in 
designating  nominees  for  handler  com¬ 
mittee  members  and  their  alternates; 

(v)  Each  person  who  is  both  a  handler 
and  a  producer  may  vote  either  as  a 
handler  or  as  a  producer  and  may  elect 
the  group  in  which  he  votes;  and 

(Vi)  Regardless  of  the  number  of  dis¬ 
tricts  in  which  a  person  produces  po¬ 
tatoes,  each  such  person  is  entitled  to 
cast  only  one  vote  on  behalf  of  himself, 
his  agents,  subsidiaries,  affiliates,  and 
representatives,  in  designating  nominees 
for  committee  members  and  alternates: 
Provided,  That  in  the  event  a  person  is 
engaged  in  producing  potatoes  in  more 
than  one  district,  such  person  shall  elect 
the  district  within  which  he  may  par¬ 
ticipate  as  aforesaid  in  designating 
nominees.  Provided  further.  That  an 
eligible  voter’s  privilege  of  casting  only 
one  vote  as  aforesaid,  shall  be  con¬ 
strued  to  permit  a  voter  to  cast  one  vote 
for  each  position  to  be  filled  in  the  re¬ 
spective  district  in  which  he  elects  to 
vote. 

(e)  Selection.  The  Secretary  shall 
select  three  producer  members  of  the 
committee  with  their  respective  alter¬ 
nates  from  District  No.  1;  one  producer 
member  of  the  committee  with  his  re¬ 
spective  alternate  from  District  No.  2; 
and  two  producer  members  with  their 
respective  alternates  from  District  No. 
3,  as  such  districts  are  defined  in  para¬ 
graph  (c)  (1)  of  this  section.  The  Secre¬ 
tary  shall  select  three  handler  members 
of  the  committee  with  their  respective 
alternates  from  the  production  area  at 
large :  Provided,  That  not  more  than  two 
of  such  handler  members  will  be  from 
District  No.  1. 

(f)  Failure  to  nominate.  If  nomina¬ 
tions  are  not  made  within  the  time  and 
in  the  manner  specified  by  the  Secretary 
pursuant  to  paragraph  (d)  <2)  of  this 
section,  the  Secretary  may,  without  rer 
gard  to  nominations,  select  the  commit¬ 
tee  members  and  alternates  which 
selection  shall  be  on  the  basis  of  the  rep¬ 
resentation  provided  for  herein. 
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(g)  Acceptance.  Any  person  selected 
as  a  committee  member  or  as  an  alter¬ 
nate  shall  qualify  by  filing  a  written 
acceptance  with  the  Secretary  within  10 
days  after  being  notified  of  such  selec¬ 
tion. 

(h)  Vacancies.  To  fill  any  vacancy 
occasioned  by  the  failure  of  any  person 
selected  as  a  committee  member  or  as  an 
alternate  to  qualify,  or  in  the  event  of 
the  death,  removal,  resignation,  or  dis¬ 
qualification  of  any  qualified  member  or 
alternate,  a  successor  for  his  unexpired 
term  may  be  selected  from  nominations 
made  in  the  manner  specified  in  para¬ 
graph  (d)  (2)  of  tills  section,  or  the 
Secretary  may  select  such  committee 
member  or  alternate  from  previously 
unselected  nominees  on  the  current 
nominee  list  from  the  district  Involved. 
If  the  names  of  nominees  to  fill  any  such 
vacancy  are  not  made  available  to  the 
Secretary  within  30  days  after  such 
vacancy  occurs,  such  vacancy  may  be 
filled  without  regard  to  nominations, 
which  selection  shall  be  made  on  the 
basis  of  the  representation  provided  for 
herein. 

(i)  Alternate  members.  An  alter¬ 
nate  member  of  the  committee  shall  act 
in  the  place  and  stead  of  the  member  for 
whom  he  is  an  alternate,  during  such 
member’s  absence.  In  the  event  of  the 
death,  removal,  resignation,  or  disqual¬ 
ification  of  a  member,  his  alternate  shall 
act  for  him  until  a  successor  of  such 
member  is  selected  and  has  qualified. 

(j)  Procedure.  (1)  Six  members  of 
the  committee  shall  be  necessary  to 
constitute  a  quorum  and  six  concurring 
votes,  including  the  vote  of  at  least  one 
handler  member,  will  be  required  to  pass 
any  motion  or  approve  any  committee 
action. 

(2)  The  committee  may  provide  for 
meetings  by  telephone,  telegraph,  or 
other  means  of  communication  and  any 
vote  cast  at  such  a  meeting  shall  be  con¬ 
firmed  promptly  in  writing:  Provided, 
That  if  any  assembled  meeting  is  held, 
all  votes  shall  be  cast  in  person. 

(k)  Expenses  and  compensation. 
Committee  members  and  alternates  shall 
be  reimbursed  for  expenses  necessarily 
incurred  by  them  in  the  performance  of 
their  duties  and  in  the  exercise  of  their 
pow'ers  hereunder,  and  shall  receive 
compensation  at  a  rate  to  be  determined 
by  the  committee,  which  rate  shall  not 
exceed  $10.00  for  each  day,  or  portion 
thereof,  spent  in  attending  to  committee 
business. 

(l)  Powers.  The  committee  shall 
have  the  following  powders: 

(l)  To  administer  the  provisions 
hereof  in  accordance  with  its  terms; 

<2)  To  make  rules  and  regulations  to 
effectuate  the  terms  and  provisions 
hereof ; 

(3)  To  receive,  investigate  and  report 
to  the  Secretary  complaints  of  violations 
of  the  provisions  hereof ;  and 

(4)  To  recommend  to -the  Secretary 
amendments  hereto. 

(m)  Duties.  It  shall  be  the  duty  of 
the  committee: 

(1)  To  act  as  intermediary  between 
the  Secretary  and  any  producer  or 
handler; 

(2)  To  select  a  chairman  and  such 
other  oflBcers  for  each  fiscal  period  as 


may  be  necessary,  to  select  subcommit¬ 
tees  of  committee  members  and  to  adopt 
such  rules  and  regulations  for  the  con¬ 
duct  of  its  business  as  it  may  deem 
a.Ivisable; 

(3)  To  appoint  such  employees, 
agents,  and  representatives  as  it  may 
deem  necessary  and  to  determine  the 
salaries  and  define  the  duties  of  each 
such  person; 

(4)  To  investigate,  from  time  to  time, 
and  to  assemble  data  on  the  growing, 
harvesting,  shipping,  and  marketing 
conditions  with  respect  to  potatoes,  and 
to  engage  in  such  research  and  service 
activities  which  relate  to  the  handling  or 
marketing  of  potatoes  as  may  be  ap¬ 
proved  by  the  Secretary; 

(5)  To  furnish  to  the  Secretary  such 
available  information  as  he  may  request; 

(6)  To  keep  minutes,  books,  and  rec¬ 
ords  which  clearly  reflect  all  of  the  acts 
and  transactions  of  the  committee  and 
such  minutes,  books,  and  records  shall  be 
subject  to  examination  at  any  time  by 
the  Secretary  or  his  authorized  agent 
or  representative; 

(7)  To  make  available  to  producers 
and  handlers  the  committee  voting  rec¬ 
ord  on  recommended  regulations  and  on 
other  matters  of  policy; 

i8)  At  the  beginning  of  each  fiscal 
year,  to  submit  to  the  Secretary  a  budget 
of  its  expenses  for  such  fiscal  year, 
together  with  a  report  thereon; 

(9)  To  cause  the  books  of  the  commit¬ 
tee  to  be  audited  by  a  competent  ac¬ 
countant  at  least  once  each  fiscal  year, 
and  at  such  other  time  as  the  committee 
may  deem  necessary  or  as  the  Secretary 
may  request.  The  report  of  such  audit 
shall  show  the  receipt  and  expenditure  of 
funds  collected  pursuant  hereto;  a  copy 
of  each  such  report  shall  be  furnished 
to  the  Secretary  and  a  copy  of  each  such 
report  shall  be  made  available  at  the 
principal  office  of  the  committee  for  in¬ 
spection  by  producers  and  handlers;  and 

(10)  To  consult,  cooperate,  and  ex¬ 
change  information  with  other  potato 
marketing  committees  and  other  indi¬ 
viduals  or  agencies  in  connection  with  all 
proper  committee  activities  and  objec¬ 
tives  hereunder. 

§  919.3  Expenses  and  assessments — 

(a)  Budget.  (1)  The  committee  shall 
prepare  a  budget  for  each  fiscal  year 
showing  its  anticipated  expenses  and  a 
proposed  rate  of  assessment  to  cover 
such  expenses.  The  committee  shall 
also  transmit  to  the  Secretary  a  report 
accompanying  the  budget  showing  the 
basis  for  its  calculation  of  expenses  and 
the  proposed  rate  of  assessment. 

(2)  The  committee  is  authorized  to 
incur  such  expenses  as  the  Secretary, 
upon  the  basis  of  the  aforesaid  budget  or 
other  available  information,  finds  may  be 
necessary  during  each  fiscal  year  to  per¬ 
form  its  functions  hereunder  and  for 
such  other  purposes  as  may  be  appro¬ 
priate  pursuant  to  the  provisions  hereof. 

(3)  The  funds  to  cover  such  expenses 
shall  be  acquired  by  the  levying  on  han¬ 
dlers  of  assessments  which  shall  be  at  a 
rate  fixed  by  the  Secretary,  upon  the 
basis  of  the  committee’s  recommendation 
or  other  available  information.  Each 
handler  who  first  ships  potatoes  shall 
pay  assessments  to  the  committee,  upon 
demand,  which  assessments  shall  be  such 


handler’s  pro  rata  share  of  the  expenses 
which  will  be  appropriately  incurred  by 
the  committee  during  each  fiscal  year. 
Such  handler’s  share  of  such  expense 
shall  be  proportionate  to  the  ratio  be- 
tw-een  the  total  quantity  of  potatoes  han¬ 
dled  by  him  as  the  first  handler  thereof, 
during  the  applicable  fiscal  year,  and 
the  total  quantity  of  potatoes  handled  by 
all  handlers  as  the  first  handlers  thereof, 
during  the  same  fiscal  year. 

(4)  Upon  recommendation  of  the  com¬ 
mittee  or  upon  the  basis  of  a  later  finding 
relative  to  the  committee’s  expenses  or 
revenue,  the  Secretary  may  increase  the 
rate  of  assessment  to  cover  expenses 
which  shall  be  appropriately  incurred. 
Such  increase  shall  be  applicable  to  all 
potatoes  handled  during  the  given  fiscal 
year. 

(b)  Accounting.  (1)  If  at  the  end  of 
a  fiscal  year,  it  shall  appear  that  assess¬ 
ments  collected  are  in  excess  of  expenses 
incurred,  each  handler  entitled  to  a  pro¬ 
portionate  refund  of  the  excess  assess¬ 
ments  shall  be  credited  with  such  refund 
against  the  operations  of  the  following 
fiscal  year,  unless  he  demands  payment 
thereof,  in  which  event  such  proportion¬ 
ate  refund  shall  be  paid  to  him. 

(2)  The  committee  may,  with  the  ap¬ 
proval  of  the  Secretary,  maintain  in  its 
own  name  or  in  the  name  of  its  members, 
a  suit  against  any  handler  for  the  collec¬ 
tion  of  such  handler’s  pro  rata  share  of 
the  expenses  of  the  committee. 

(c)  Funds.  (1)  All  funds  received  by 
the  committee  pursuant  to  any  provision 
hereof  shall  be  used  solely  for  the  pur¬ 
poses  herein  specified  and  shall  be  ac¬ 
counted  for  in  the  following  manner : 

(1)  The  Secretary  may  at  any  time 
require  the  committee  and  its  members 
to  account  for  all  receipts  and  disburse¬ 
ments;  and 

(ii)  Whenever  any  person  ceases  to  be 
a  committee  member  or  alternate,  he 
shall  account  for  all  receipts  and  dis¬ 
bursements  and  deliver  all  property  and 
funds  in  his  hands,  together  with  all 
books  and  records  in  his  possession,  to 
his  successor  in  office  or  to  such  person 
as  the  Secretary  may  designate,  and  shall 
execute  such  assignments  and  other  in¬ 
struments  as  may  be  necessary  or  appro¬ 
priate  to  vest  in  such  successor  or  in 
such  designated  person  the  right  to  all 
the  property,  funds,  or  claims  vested  in 
such  member  or  alternate. 

(2)  In  order  to  provide  funds  to  carry 
out  the  functions  of  the  committee,  han¬ 
dlers  may  make  advance  payment  of 
assessments. 

§  919«4  Regulation — (a)  Marketing 
policy — (1)  Preparation.  At  the  begin¬ 
ning  of  each  fiscal  year  the  committee 
shall  consider  and  prepare  a  proposed 
policy  for  the  marketing  of  potatoes  dur¬ 
ing  such  fiscal  year.  In  developing  its 
marketing  policy  the  committee  shall 
investigate  relevant  supply  and  demand 
conditions  for  potatoes.  In  such  inves¬ 
tigations  the  committee  shall  give  ap¬ 
propriate  consideration  to  the  following : 

(i)  Market  prices  of  potatoes,  includ¬ 
ing  prices  by  grade,  size,  and  quality  in 
wholesale  or  in  consumer  packs,  or  any 
other  shipping  imit; 

(ii)  Supply  of  potatoes,  by  grade,  size, 
and  quality,  in  the  production  area  and 
in  other  production  areas; 
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(iii)  The  trend  and  level  of  consumer 
income;  and 

(iv)  Other  relevant  factors. 

(2)  Reports,  (i)  The  committee  shall 
submit  to  the  Secretary  a  report  setting 
forth  the  aforesaid  marketing  policy. 
The  committee  shall  also  notify  produc¬ 
ers  and  handlers  of  the  contents  of  such 
reports. 

(ii)  In  the  event  it  becomes  advisable 
to  deviate  from  such  marketing  policy, 
because  of  changed  supply  or  demand 
conditions,  the  committee  shall  formu¬ 
late  a  new  marketing  policy,  in  accord¬ 
ance  with  the  manner  previously  out¬ 
lined.  The  committee  shall  also  submit 
a  report  thereon  to  the  Secretary  and 
notify  producers  and  handlers  of  such 
revised  or  amended  marketing  policy. 

(b)  Committee  recommendations. 
The  committee  shall  recommend  regu¬ 
lation  to  the  Secretary  w'henever  it  finds 
that  such  regulation,  as  provided  in 
paragraph  (c)  of  this  section,  wall  tend 
to  effectuate  the  declared  policy  of  the 
act.  The  committee  may  also  recom¬ 
mend  modification,  suspension,  or  termi¬ 
nation  of  any  regulation  in  order  to 
facilitate  shipments  of  potatoes  for  the 
specified  purposes  set  forth  in  paragraph 

(c)  (2)  of  this  section. 

(c)  Issuance  of  regulations.  (1)  The 
Secretary  shall  limit  the  shipment  of  po¬ 
tatoes  W'henever  he  finds  from  the 
recommendations  and  information  sub¬ 
mitted  by  the  committee,  or  from  other 
available  information,  that  such  regu¬ 
lation  will  tend  to  effectuate  the  declared 
policy  of  the  act.  Such  limitation  may: 

(1)  Regulate,  in  any  or  all  portions  of 
the  production  area,  the  shipment  of 
particular  grades,  sizes  or  quality  of  any 
or  all  varieties  of  potatoes  during  any 
period; 

(ii)  Regulate  the  shipment  of  particu¬ 
lar  grades,  sizes  or  quality  of  potatoes 
differently  for  different  varieties,  for  dif¬ 
ferent  portions  of  the  production  area, 
for  consumer  packs  and  wholesale  packs, 
or  any  combination  of  the  foregoing, 
during  any  period; 

(iii)  Require  the  branding  of  each  po¬ 
tato  container  shipped  during  any  period 
when  grade,  size,  or  quality  regulations 
are  in  effect;  or 

(iv)  Regulate  the  shipment  of  pota¬ 
toes  by  establishing  and  maintaining,  in 
terms  of  grades,  sizes,  or  both,  minimum 
standards  of  quality  and  maturity. 

(2)  The  Secretary,  whenever  he  finds, 
upon  the  basis  of  the  recommendations 
and  information  submitted  by  the  com¬ 
mittee,  or  from  other  available  informa¬ 
tion,  that  it  w’ill  tend  to  effectuate  the 
declared  policy  of  the  act,  shall  modify, 
suspend,  or  terminate  regulations  issued 
pursuant  to  §  919.3  or  §  919.4  (c)  (1),  or 
both,  in  order  to  facilitate  shipments  of 
potatoes  for  the  following  purposes:  ' 

(i)  For  grading  or  storing  in  the  pro¬ 
duction  area; 

(ii)  For  seed; 

(iii)  For  export; 

(iv)  For  distribution  by  the  Federal 
Government ; 

(v)  For  manufacture  or  conversion 
into  specified  products; 

(vi)  For  livestock  feed; 

(vii)  For  other  purposes  which  may 
be  specified. 


(3)  The  committee,  with  the  approval 
of  the  Secretary,  may  establish,  for  any 
or  all  portions  of  the  production  area, 
for  consumer  or  wholesale  packs,  min¬ 
imum  quantities  below  W'hich  shipments 
will  be  free  from  regulations  issued  or 
in  effect  pursuant  to  §§  919.3,  919.4  or 
919.5,  or  any  combination  thereof. 

(4)  The  Secretary  shall  notify  the 
committee  of  any  regulations  issued  or 
of  any  modification,  suspension,  or  ter¬ 
mination  of  regulations  pursuant  to  this 
section.  The  committee  shall  give  rea¬ 
sonable  notice  thereof  to  handlers. 

(d)  Safeguards.  (1)  The  committee, 
with  the  approval  of  the  Secretary,  may 
prescribe  (i)  adequate  safeguards  to  pre¬ 
vent  shipments  pursuant  to  paragraph 
(c)  (2)  of  this  section  from  entering 
channels  of  trade  for  other  than  the 
specific  purpose  authorized  therefor  (ii) 
adequate  safeguards  to  assure  that  ship¬ 
ments  made  without  inspection  pursu¬ 
ant  to  §  919.5  meet  effective  grade,  size 
or  quality  regulations,  and  (iii)  rules 
governing  the  issuance  and  the  contents 
of  Certificates  of  Privilege  if  such  certifi¬ 
cates  are  prescribed  as  safeguards  by 
the  committee. 

(2)  Safeguards,  as  prescribed  herein, 
may  include  requirements  that; 

(i)  Handlers  shall  file  applications 
with  the  committee  to  ship  potatoes  pur¬ 
suant  to  paragraph  (c)  (2)  of  this  sec¬ 
tion; 

(ii)  Handlers  shall  obtain  inspection 
provided  by  §  919.5  or  pay  the  pro  rata 
share  of  expenses  provided  by  §  919.3,  or 
both,  in  connection  with  potato  ship¬ 
ments  effected  under  the  provisions  of 
paragraph  (c)  (2)  of  this  section:  Pro¬ 
vided.  That  such  inspection  or  payment 
of  expenses  may  be  required  at  different 
times  than  otherwise  specified  by  the 
aforesaid  sections;  and 

(iii)  Handlers  shall  obtain  Certifi¬ 
cates  of  Privilege  from  the  committee  for 
shipments  of  potatoes  effected  or  to  be 
effected  under  provisions  of  paragraph 
(c)  (2)  of  this  section  and  shipments 
made  without  inspection  pursuant  to 
§  919.5. 

(3)  The  committee  may  rescind  or 
deny  Certificates  of  Privilege  to  any 
shipper  if  proof  is  obtained  that  potatoes 
shipped  by  him  for  the  purposes  stated 
in  paragraph  (c,  (2)  of  this  section  or 
§  919.5  were  handled  contrary  to  the 
provisions  hereof. 

(4)  The  rfecretary  shall  have  the 
right  to  modify,  change,  alter,  or  rescind 
any  safeguards  prescribed  and  any  cer¬ 
tificates  issued  by  the  committee  pur¬ 
suant  to  the  provisions  of  this  section. 

(5)  The  committee  shall  make  reports 
to  the  Secretary,  as  requested,  showing 
the  number  of  applications  for  such  cer¬ 
tificates,  the  quantity  of  potatoes  cov¬ 
ered  by  such  applications,  the  number 
of  such  applications  denied  and  cer¬ 
tificates  granted,  the  quantity  of 
potatoes  shipped  under  duly  issued  cer¬ 
tificates.  and  such  other  information  as 
may  be  requested, 

§  919.5  Inspection  and  certification. 
During  any  period  in  w'hich  shipments 
of  potatoes  are  regulated  pursuant  to  the 
provisions  of  §§  919.3  or  919.4,  or  any 
combination  thereof,  no  handler  shall 
ship  potatoes  unless,  prior  thereto,  such 
shipment  was  inspected  by  an  author¬ 


ized  representative  of  the  Federal-Stats 
Inspection  Service,  or  such  other  inspec¬ 
tion  service  as  the  Secretary  shall  desig¬ 
nate.  Each  handler  procuring  inspec¬ 
tions  pursuant  to  this  section,  shall 
make  arrangements  wdth  the  inspecting 
agency  to  forwrard  promptly  to  the  com¬ 
mittee  a  copy  of  the  inspection  certifi¬ 
cate:  Provided,  That  the  regrading, 
resorting,  repacking,  or  other  further 
preparation  of  inspected  potatoes  for 
market  shall  invalidate  prior  inspection 
thereon  and  subsequent  shipment  of 
such  potatoes  otherwise  prepared  for 
market  shall  not  be  effected  unless,  prior 
thereto,  such  shipment  is  inspected  as 
provided  in  this  section:  Provided  fur¬ 
ther,  That  shipping  point  inspection 
may  be  waived  by  the  committee  upon 
a  showing,  by  a  handler-applicant 
therefor,  that  the  procurement  of  such 
inspection  will  be  unnecessarily  incon¬ 
venient  to  him  and  upon  such  applicant 
agreeing,  in  each  Certificate  of  Privilege 
waiving  such  requirement,  that  (i)  the 
potatoes  covered  by  such  certificate  will 
be  inspected  and  certified  at  shipping 
point  or  at  destination,  if  an  inspector 
is  available  at  either  of  such  places  for 
such  purpose,  (ii)  w'here  inspection  indi¬ 
cates  that  such  potatoes  fail  to  meet  the 
minimum  grade,  size,  and  quality  re¬ 
quirements  in  effect  at  the  time  of  such 
inspection,  the  potatoes  will  be  removed 
from  all  commercial  market  channels, 

(iii)  additional  Certificates  of  Privilege, 
waiving  shipping  point  inspection  re¬ 
quirements,  will  not  be  granted  to  him 
if  such  potatoes  are  not  removed  from 
all  commercial  market  channels,  and 

(iv)  outstanding  and  unused  Certificates 
of  Privilege,  waiving  shipping  point  in¬ 
spection  requirements,  will,  upon  notice, 
be  terminated  if  such  potatoes  are  not 
removed  from  all  commercial  market 
channels. 

§  919.6  Exemptions,  (a)  The  com¬ 
mittee  may  adopt,  subject  to  approval  of 
the  Secretary,  the  procedures  pursuant 
to  which  certificates  of  exemption  will  be 
issued  to  producers  or  handlers. 

(b)  The  committee  may  issue  certifi¬ 
cates  of  exemption  to  any  producer  who 
applies  for  s‘uch  exemption  and  furnishes 
adequate  evidence  to  the  committee: 

(i)  That  by  reason  of  a  regulation  is¬ 
sued  pursuant  to  §  919.4  he  will  be  pre¬ 
vented  from  shipping  as  large  a 
proportion  of  his  production  as  the  aver¬ 
age  proportion  of  production  shipped 
during  the  entire  season,  or  such  portion 
thereof  as  may  be  determined  by  the 
committee,  by  all  producers  in  said  ap¬ 
plicant’s  immediate  production  area,  and 
(ii)  that  the  grade,  size,  or  quality  of 
the  applicant’s  potatoes  have  been  ad¬ 
versely  affected  by  acts  beyond  the  ap¬ 
plicant’s  control  and  by  acts  beyond 
reasonable  expectation.  Each  certifi¬ 
cate  shall  permit  the  producer  to  ship 
the  amount  of  potatoes  specified  thereon. 
Such  certificate  shall  be  transferred  with 
such  potatoes  at  time  of  shipment. 

(c)  The  committee  may  issue  certifi¬ 
cates  of  exemption  to  any  handler  who 
applies  for  such  exemption  and  furnishes 
adequate  evidence  to  the  committee;  (i) 
that  by  reason  of  a  regulation  issued 
pursuant  to  §  919.4  he  will  be  prevented 
from  shipping  as  large  a  proportion  of  his 
storage  holdings  of  ungraded  potatoes. 
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acquired  during  or  immediately  follow¬ 
ing  the  digging  season,  as  the  average 
proportion  of  ungraded  storage  holdings 
shipped  by  all  handlers  in  said  appli¬ 
cant’s  immediate  shipping  area,  and  (ii) 
that  the  grade,  size,  or  quality  of  the 
applicant’s  potatoes  have  been  adversely 
affected  by  acts  beyond  the  applicant’s 
control  and  by  acts  beyond  reasonable 
expectation.  Each  certificate  shall  per¬ 
mit  the  handler  to  ship  the  amount  of 
potatoes  specified  thereon.  Such  cer¬ 
tificate  shall  be  transferred  with  such 
potatoes  at  time  of  shipment. 

(d)  The  committee  shall  be  permitted 
at  any  time  to  make  a  thorough  investi¬ 
gation  of  any  producer’s  or  handler’s 
claim  pertaining  to  exemptions. 

(e)  If  any  applicant  for  exemption 
certificates  is  dissatisfied  with'  the  deter¬ 
mination  by  the  committee  with  respect 
to  his  application,  said  applicant  may  file 
an  appeal  with  the  committee.  Such  an 
appeal  must  be  taken  promptly  after  the 
determination  by  the  committee  from 
which  the  appeal  is  taken.  Any  appli¬ 
cant  filing  an  appeal  shall  furnish  evi¬ 
dence  satisfactory  to  the  committee  for 
a  determination  on  the  appeal.  The 
committee  shall  thereupon  reconsider 
the  application,  examine  all  available 
evidence,  and  make  a  final  determination 
concerning  the  application.  The  com¬ 
mittee  shall  notify  the  appellant  of  the 
final  determination  and  shall  furnish  the 
Secretary  with  a  copy  of  the  appeal  and 
a  statement  of  considerations  involved 
In  making  the  final  determination* 

(f)  The  committee  shall  maintain  a 
record  of  all  applications  submitted  for 
exemption  certificates,  a  record  of  all  ex¬ 
emption  certificates  issued  and  denied, 
the  quantity  of  potatoes  covered  by  such 
exemption  certificates,  a  record  of  the 
amount  of  potatoes  shipped  under  ex¬ 
emption  certificates,  a  record  of  appeals 
for  reconsideration  of  applications,  and 
such  information  as  may  be  requested 
by  the  Secretary.  Periodic  reports  on 
such  records  shall  be  compiled  and  issued 
by  the  committee  upon  request  of  the 
Secretary. 

(g)  The  Secretary  shall  have  the  right 
to  modify,  change,  alter,  or  rescind  any 
procedure  and  any  exemptions  granted 
pursuant  to  this  section. 

§  919.7  Reports.  Upon  the  request 
of  the  committee,  with  approval  of  the 
Secretary  every  handler  shall  furnish  to 
the  committee,  in  such  manner  and  at 
such  time  as  may  be  prescribed,  such 
information  as  will  enable  the  com¬ 
mittee  to  exercise  its  powers  and 
perform  its  duties  hereunder.  The  Sec¬ 
retary  shall  have  the  right  to  modify, 
change,  or  rescind  any  requests  for  re¬ 
ports  pursuant  to  this  section. 

§  919.8  Compliance.  Except  as  pro¬ 
vided  herein,  no  handler  shall  ship  po¬ 
tatoes,  the  shipment  of  which  has  been 
prohibited  by  the  Secretary  in  accord¬ 
ance  with  the  provisions  hereof,  and  no 
handler  shall  ship  potatoes  except  in 
conformity  to  the  provisions  hereof. 

§  919.9  Right  of  the  Secretary.  The 
members  of  the  committee  (Including 
succes.'^ors  and  alternates),  and  any 
agent  or  employee  appointed  or  em¬ 


ployed  by  the  committee,  shall  be  sub¬ 
ject  to  removal  or  suspension  by  the 
Secretary  at  any  time.  Each  and  every 
order,  regulation,  decision,  determina¬ 
tion  or  other  act  of  the  committee  shall 
be  subject  to  the  continuing  right  of  the 
Secretary  to  disapprove  of  the  same  at 
any  time.  Upon  such  disapproval,  the 
disapproved  action  of  the  said  commit¬ 
tee  shall  be  deemed  null  and  void,  ex¬ 
cept  as  to  acts  done  in  reliance  thereon 
or  in  compliance  therewith  prior  to  such 
disapproval  by  the  Secretary. 

§  919.10  Effective  time  and  termina¬ 
tion — (a)  Effective  time.  ’The  provisions 
hereof  shall  become  effective  at  such 
time  as  the  Secretary  may  declare  above 
his  signature  attached  hereto,  and  shall 
continue  in  force  until  terminated  in 
one  of  the  ways  hereinafter  specified. 

(b)  Termination.  (1)  The  Secretary 
may,  at  any  time,  terminate  the  pro¬ 
visions  hereof  by  giving  at  least  one  day’s 
notice  by  means  of  a  press  release  or  in 
any  other  manner  w'hich  he  may  deter¬ 
mine. 

(2)  The  Secretary  may  terminate  or 
suspend  the  operation  of  any  or  all  of 
the  provisions  hereof  whenever  he  finds 
that  such  provisions  do  not  tend  to  effec¬ 
tuate  the  declared  policy  of  the  act. 

(3)  The  Secretary  shall  terminate  the 
provisions  hereof  at  the  end  of  any  fiscal 
year  whenever  he  finds  that  such  termi¬ 
nation  is  favored  by  a  majority  of  pro¬ 
ducers  who,  during  the  preceding  fiscal 
year,  have  been  engaged  in  the  produc¬ 
tion  for  market  of  potatoes:  Provided, 
That  such  majority  has,  during  such 
year,  produced  for  market  more  than 
fifty  percent  of  the  volume  of  such  pota¬ 
toes  produced  for  market;  but  such  ter¬ 
mination  shall  be  effective  only  if 
announced  on  or  before  April  30  of  the 
then  current  fiscal  year. 

(4)  The  provisions  hereof  shall,  in  any 
event,  terminate  whenever  the  provisions 
of  the  act  authorizing  them  cease  to  be 
in  effect. 

(5)  The  Secretary  shall  terminate  the 
provisions  hereof  at  the  end  of  any  fiscal 
year,  upon  the  written  request  of  han¬ 
dlers  signatory  hereto  who  submit  evi¬ 
dence  satisfactory  to  the  Secretary  that 
they  handled  not  less  than  sixty-seven 
percent  of  the  total  volume  of  potatoes 
handled  by  the  signatory  handlers  during 
the  preceding  fiscal  year;  but  such  termi¬ 
nation  shall  be  effective  only  if  an¬ 
nounced  on  or  before  April  30  of  the  then 
current  fiscal  year.’ 

(c)  Proceedings  after  termination. 

(1)  Upon  the  termination  of  the  provi¬ 
sions  hereof,  the  then  functioning  mem¬ 
bers  of  the  committee  shall  continue  as 
trustees,  for  the  purpose  of  liquidating 
the  affairs  of  the  committee,  of  all  the 
funds  and  property  then  in  the  posses¬ 
sion  of  or  under  control  of  the  commit¬ 
tee,  including  claims  for  any  funds  un¬ 
paid  or  property  not  delivered  at  the 
time  of  such  termination.  Action  by  said 
trusteeship  shall  require  the  concurrence 
of  a  majority  of  the  said  trustees. 

(2)  The  said  trustees  shall  continue  In 
such  capacity  until  discharged  by  the 
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Secretary;  shall,  from  time  to  time,  ac¬ 
count  for  all  receipts  and  disbursements 
and  deliver  all  property  on  hand,  to¬ 
gether  with  all  books  and  records  of  the 
committee  and  of  the  trustees,  to  such 
person  as  the  Secretary  may  direct;  and 
shall  upon  request  of  the  Secretary,  exe¬ 
cute  such  assignments  or  other  instru¬ 
ments  necessary  or  appropriate  to  vest 
in  such  person  full  title  and  right  to  all 
of  the  funds,  property,  and  claims  vested 
In  the  committee  or  the  trustees  pur¬ 
suant  thereto. 

(3)  Any  person  to  whom  funds,  prop¬ 
erty,  or  claims  have  been  transferred  or 
delivered  by  the  committee  or  its  mem¬ 
bers,  pursuant  to  this  section,  shall  be 
subject  to  the  same  obligations  Imposed 
upon  the  members  of  the  committee  and 
upon  the  said  trustees. 

5  919.11  Effect  of  termination  or 
amendment.  Unless  otherwise  expressly 
provided  by  the  Secretary,  the  termina¬ 
tion  hereof  or  of  any  regulation  issued 
pursuant  hereto,  or  the  issuance  of  any 
amendments  to  either  thereof,  shall  not 
(a)  affect  or  waive  any  right,  duty,  obli¬ 
gation,  or  liability  which  shall  have 
arisen  or  which  may  thereafter  arise  in 
connection  with  any  provision  hereof  or 
any  regulation  Issued  hereunder,  or  (b) 
release  or  extinguish  any  violation 
hereof  or  of  any  regulation  issued  here¬ 
under,  or  (c)  affect  or  impair  any  rights 
or  remedies  of  the  Secretary  or  of  any 
other  person  with  respect  to  any  such 
violation. 

§  919.12  Duration  of  immunities. 
The  benefits,  privileges,  and  immunities 
conferred  upon  any  person  by  virtue 
hereof  shall  cease  upon  the  termination 
hereof,  except  with  respect  to  acts  done 
under  and  during  the  existence  hereof. 

§  919.13  Agents.  The  Secretary  may, 
by  designation  in  writing,  name  any 
person,  including  any  ofiBcer  or  employee 
of  the  Government,  or  name  any  bureau 
or  division  in  the  United  States  Depart¬ 
ment  of  Agriculture,  to  act  as  his  agent 
or  representative  in  connection  with  any 
of  the  provisions  hereof. 

§  919.14  Derogation.  Nothing  con¬ 
tained  herein  is,  or  shall  be  construed 
to  be  in  derogation  or  in  modifications 
of  the  rights  of  the  Secretary  or  of  the 
United  States  to  exercise  any  powers 
granted  by  the  act  or  otherwise,  or,  in 
accordance  with  such  powers,  to  act  in 
the  premises  whenever  such  action  is 
deemed  advisable. 

5  919.15  Personal  liability.  No  mem¬ 
ber  or  alternate  of  the  committee  nor 
any  employee  or  agent  thereof,  shall  be 
held  personally  responsible,  either  in¬ 
dividually  or  jointly  with  others,  in  any 
way  whatsoever,  to  any  handier  or  to 
any  person  for  errors  in  judgment,  mis¬ 
takes,  or  other  acts,  either  of  commission 
or  omission,  as  such  member,  alternate, 
or  employee,  except  for  acts  of  dis¬ 
honesty. 

§  919.16  Separability.  If  any  provi¬ 
sion  hereof  is  declared  invalid,  or  the 
applicability  thereof  to  any  person,  cir¬ 
cumstance,  or  thing  is  held  invalid,  the 
validity  of  the  remainder  hereof,  or  the 
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applicability  thereof  to  any  other  per¬ 
son,  circumstance,  or  thing,  shall  not  be 
affected  thereby. 

§  919.17  Amendments.  Amendments 
hereto  may  be  proposed,  from  time  to 
time,  by  the  committee  or  by  the  Secre¬ 
tary. 

§  919.18  Counterparts.  This  agree¬ 
ment  may  be  executed  in  multiple  coun¬ 
terparts  and  when  one  counterpart  is 
signed  by  the  Secretary,  all  such  coun¬ 
terparts  shall  constitute  when  taken  to¬ 
gether,  one  and  the  same  instrument  as 
if  all  signatures  were  contained  in  one 
original.' 

§  919.19  Additional  parties.  After  the 
effective  date  hereof,  any  handler  who 
has  hot  previously  executed  this  agree¬ 
ment  may  become  a  party  hereto  if  a 
counterpart  hereof  is  executed  by  him 
and  delivered  to  the  Secretary.  This 
agreement  shall  take  effect  as  to  such 
new  contracting  party  at  the  time  such 
counterpart  is  delivered  to  the  Secretary, 
and  benefits,  privileges,  and  immunities 
conferred  by  this  agreement  shall  then 
be  effective  as  to  such  pew  contracting 
party.' 

§  919.20  Order  with  marketing  agree¬ 
ment.  Each  signatory  handler  favors 
and  approves  the  issuance  of  an  order, 
by  the  Secretary,  regulating  the  han¬ 
dling  of  potatoes  in  the  same  manner  as 
is  provided  for  in  this  agreement;  and 
each  signatory  handler  hereby  requests 
the  Secretary  to  issue,  pursuant  to  the 
act,  such  an  order.' 

Copies  of  this  notice  of  hearing  may  be 
procured  from  the  Hearing  Clerk,  United 
States  Department  of  Agriculture,  Room 
1353,  South  Building,  Washington  25, 
D.  C.,  or  may  be  there  inspected. 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Reclamation 

Missoxjtii  Basin  Project,  Mont.ana 

NOTICE  FOR  FILING  OBJECTIONS  TO  ORDERS 
WITHDRAWING  PUBLIC  LANDS 

Notice  is  hereby  given  for  a  period  of 
of  30  days  from  the  date  of  publication  of 
this  notice,  persons  having  cause  to  ob¬ 
ject  to  the  terms  of  the  order  set  forth 
below  (F.  R.  Doc.  50-3504)  withdrawing 
certain  public  lands  in  the  State  of  Mon¬ 
tana,  for  use  in  connection  with  the 
Lower  Marias  Unit  of  the  Missouri  Basin 
Project,  may  present  their  objections  to 
the  Secretary  of  the  Interior.  Such 
objections  should  be  in  WTiting,  should 
be  addressed  to  the  Secretary  of  the  Inte¬ 
rior,  and  should  be  filed  in  duplicate  in 
the  Department  of  the  Interior,  Wash¬ 
ington  25,  D.  C. 

In  case  any  objection  is  filed  and  the 
nature  of  the  opposition  is  such  as  to 
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Issued  at  Washington,  D.  C.,  this  21st 
day  of  April  1950. 

[seal]  John  I.  Thompson, 

Assistant  Administrator. 

[F.  R.  Doc.  60-3514;  Piled,  Apr.  26,  1950; 
8:47  a.  m.] 


[  7  CFR,  Part  927  1 

Milk  in  the  New  York  Metropolitan 
Marketing  Area 

NOTICE  OF  PUBLIC  MEETING  FOR  CONSIDERA¬ 
TION  OF  PROPOSED  AMENDMENTS 

Pursuant  to  provisions  of  §  927.4  (b)  of 
Order  No.  27,  as  amended  (7  CFR,  927.0 
et  seq.),  regulating  the  handling  of  milk 
in  the  New  York  metropolitan  milk  mar¬ 
keting  area,  and  of  the  Administrative 
Procedure  Act  (5  U.  S.  C.,  1001  et  seq.), 
notice  is  hereby  given  of  a  public  meeting 
to  be  held  on  April  27,  1950,  at  10  a.  m., 
e.  s.  t.,  at  the  office  of  the  Market  Admin¬ 
istrator,  205  East  Forty-second  Street, 
New  York,  New  York,  for  consideration 
of  proposed  amendments  to  the  rules  and 
regulations  heretofore  issued  (7  CFR, 
927.101  et  seq.)  pursuant vto  said  order. 
Interested  persons  will  be  afforded  an 
opportunity  to  participate  in  the  meeting 
through  the  submission  of  written  data, 
views,  or  arguments  or  to  present  the 
same  orally.  Copies  of  the  said  rules 
and  regulations  as  heretofore  issued  and 
of  the  proposed  amendments  to  be  con¬ 
sidered  at  this  public  meeting  may  be 
procured  from  the  Market  Adminis¬ 
trator. 

The  proposed  amendments  to  be  con¬ 
sidered  at  said  public  meeting  are’  as 
follows: 

I.  Proposed  by  Breakstone  Bros.  Inc.: 

Amend  §  927.102  to  provide  for  a  plant 
loss  allow'ance  of  2  percent  in  the  case  of 


NOTICES 

wrarrant  it,  a  public  hearing  will  be  held 
at  a  convenient  time  and  place,  W'hich 
will  be  announced,  where  opponents  to 
the  order  may  state  their  views  and 
where  the  proponents  of  the  order  can 
explain  its  purpose,  intent  and  extent.. 
Should  any  objection  be  filed,  notice  of 
the  determination  by  the  Secretary  as 
to  w’hether  the  order  should  be  rescinded, 
modified  or  let  stand  will  be  given  all 
interested  parties  of  record  and  the  gen¬ 
eral  public. 

Wesley  R.  Nelson, 
Acting  Commissioner. 

[F.  R.  Doc.  50-3505;  Filed,  Apr.  25,  1950;  ' 
8:46  a.  m.j 


Missouri  Basin  Project,  Montana 

FIRST  FORM  RECLAMATION  WITHDRAWAL 
JULY  27,  1949. 

Pursuant  to  the  authority  delegated  by 
Departmental  Order  No.  2515  of  April  7, 
1949  (14  P.  R.  1937),  I  hereby  withdraw 
the  following-described  lands  from  public 
entry,  under  the  first  form  of  withdrawal, 


sour  cream  manufactured  from  cream 
not  frozen  cream. 

II.  Proposed  by  Tri-Boro  Ice  Cream 
Manufacturers  Association : 

Amend  §  927.102  (c)  to  read  as  follows: 

(1st  paragraph  unchanged.) 

(1)  If  the  plant  is  in  the  marketing 
area  and  received  milk  from  pool  plants, 
the  excess  shall  be  considered  to  have 
been  received  in  the  form  of  milk  from 
an  undisclosed  source  and  be  subject  to 
the  payments  required  in  §  927.9  (h)  (2) 
(iii). 

(2)  No  change. 

(3)  If  the  plant  is  a  non-pbol  plant 
outside  the  marketing  area  or  is  in  the 
marketing  area  but  does  not  receive  milk 
from  pool  plants,  the  excess  shall  be  con¬ 
sidered  to  have  been  received  in  the  form 
of  the  product  or  products  leaving  or  on 
hand  at  the  plant  which  yield  the  lowest 
net  return  to  producers  after  deduction 
of  butterfat  in  the  opening  inventories 
or  received  at  the  plant  in  like  form. 

III.  Proposed  by  Market  Administra¬ 
tor: 

1.  In  §  927.102  (z)  change  the  W’ords 
“Class  II  cultured  or  flavored  milk 
drinks,”  to  “Class  II  and  Class  III  cul¬ 
tured  or  flavored  milk  drinks.” 

2.  In  §  927.105  provide  for  weights  and 
tests  of  fluid  cream  products  in  the  ab¬ 
sence-  of  specific  butterfat  tests  and 
weights  that  are  the  same  as  the  butter¬ 
fat  tests  and  the  weights  of  cream. 

IV.  Proposed  by  Dairymen’s  League 
Co-operative  Association,  Inc.: 

Amend  §  927.102  (ff )  to  include  Reddi- 
Wip  Mix  to  allow  a  loss  of  2.5  percent. 

Issued  this  13th  day  of  April  1950. 

[seal]  a.  J.  Pollard, 

Acting  Market  Administrator. 

[F.  R.  Doc.  50-3536;  Filed,  Apr.  25,  1950; 

8:51  a.  m.] 


as  provided  by  section  3  of  the  act  of 
June  17,  1902  (32  Stat.  388) : 

Missouri  Basin  Project,  Lower  Marias  Unit 

PRINCIPAL  MERIDIAN,  MONTANA 

T.  29  N.,  R.  7  E., 

Sec.  17,  Lot  14. 

T.  29  N.,  R.  9  E., 

Sec.  31,  NW>,4SEi4, 

T.  29  N.,  R.  11  E., 

Sec.  4,  NEi4SE»4. 

T.  29  N.,  R.  12  E.. 

Sec.  24,  SWy4SE>4; 

Sec.  25,  NWy4NW»^. 

T.  30  N.,  R.  12  E., 

Sec.  35.  Ni/aSEi/i. 

T.  30  N..  R.  13  E., 

Sec.  32,  NWV4NWJ,4. 

The  above  areas  aggregate  283.25  acres. 

Wesley  R.  Nelson, 
Acting  Commissioner. 

I  concur.  The  records  of  the  Bureau 
of  Land  Management  and  the  District 
Land  Office  will  be  noted  accordingly. 

Roscoe  E.  Bell, 
Associate  Director. 

March  30,  1950. 

[F.  R.  Doc.  60-3504:  Filed.  Apr.  25.  1950; 
8:46  a.  m.] 
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Jordan  Valley  Project,  Idaho 

NOTICE  FOR  FILING  OBJECTIONS  TO  ORDER 
WITHDRAWING  PUBLIC  LANDS 

May  5.  1949. 

Notice  is  hereby  giv^n  that  for  a  period 
of  30  days  from  the  date  of  publication 
of  this  ^tice,  persons  having  cause  to 
object  to^the  teims  of  the  order  set  forth 
below  (P,  R.  Doc.  50-3506)  withdrawing 
certain  public  lands  in  the  State  of  Idaho, 
for  use  in  connection  with  the  proposed 
Jordan  Valley  Project,  may  present  their 
objections  to  the  Secretary  of  the  In¬ 
terior.  Such  objections  should  be  in  writ¬ 
ing,  should  be  addressed  to  the  Secretary 
of  tlie  Interior,  and  should  be  filed  in 
duplicate  in  tlie  Department  of  the  In¬ 
terior,  Washington  25.  D.  C. 

In  case  any  objection  is  filed  and  the 
nature  of  the  opposition  is  such  as  to 
warrant  it,  a  public  hearing  W'ill  be  held 
at  a  convenient  time  and  place,  which 
will  be  announced,  where  opponents  to 
the  order  may  state  their  views  and 
where  the  proponents  of  the  order  can 
explain  its  pui'pose,  intent  and  extent. 
Should  any  objection  be  filed,  notice  of 
the  determination  by  the  Secretai-y  as  to 
whether  the  order  should  be  rescinded, 
modified  or  let  stand  udll  be  given  to  all 
interested  parties  of  record  and  the  gen¬ 
eral  public. 

Wesley  P.  Nelson, 
Assistant  Commissioner. 

IF.  R.  Doc.  60-5607;  Piled,  Apr.  25,  1950; 

8:47  a.  m.] 


Jordan  Valley  Project,  Idaho 

FIRST  FORM  RECLAMATION  WITHDRAWAL 

May  5.  1949. 

Pursuant  to  the  authority  delegated 
by  Departmental  Order  No.  2515  of 
April  7,  1949  <14  P.  R.  1937),  I  hereby 
withdraw  the  following  described  lands 
from  public  entry,  under  the  first  form 
of  withdrawal,  as  provided  by  Section  3 
of  tlie  Act  of  June  17,  1902  (32  Stat. 
388): 

JOBOAN  VaIXET  RESESVOIB  SITE 
BOISE  UEBIOIAN,  IDAHO 

T.  6  S..  R.  4  W., 

Sec.  31,  NW»/4NEU,  NEUNW!4. 

T.  6  S.,  R.  5  W., 

Sec.  21,  SE»4SE>4; 

Sec.  22.  S',2SE>4: 

Sec.  23.  SWV4SW>4: 

Sec.  24.  NE>4SW>4.  swt4swt4; 

Sec.  25.  SW^14NE«4.  EV4NW%; 

Sec.  26.  NEV4NE'4,  SWV4NE’4,  NW^^, 
ne'4SW*4.  N'iSEV4; 

Sec.  27,  E>/2NE»4.  N»4NWV4.  NWV4SW^; 
Sec.  28.  NE>4,  NE>,4NWV4,  N^SEVi,  SE»4  - 

se’4: 

Sec.  33,  NE>4NE»4. 

The  above  areas  aggregate  1,360.00 
acres. 

Wesley  R.  Nelson, 
Assistant  Commissioner. 

I  concur.  The  records  of  the  Bureau 
of  Land  Management  and  the  District 
Land  OflBce  will  be  noted  accordingly. 

Roscoe  E.  Bell, 
Associate  Director. 

M.^rch  31,  1950. 

(F.  R.  Doc.  50-3506;  Filed,  Apr.  25,  1950{ 
8:47  a.  m.) 


NOTICES 

Geological  Survey 

California,  Colorado,  New  Mexico 

DEFINITIONS  OF  KNOWN  GfiOLOGIC  STRUC¬ 
TURES  OF  PRODUCING  OIL  AND  GAS  FIELDS 

April  20,  1950. 

Former  paragraph  (c)  of  §  227.0,  Part 
227,  Title  30,  Chapter  II,  Code  of  Federal 
Regulations  (1947  Supp.).  codification  of 
which  has  been  discontinued  by  a  docu¬ 
ment  published  in  Part  II  of  the  Federal 
Register  dated  December  31,  1948,  is 
hereby  supplemented  by  the  addition  of 
the  following  list  of  structures  defined 
effective  as  of  the  dates  shown: 

Name  of  Field,  Effective  Date,  and  Acreage 

(1)  CALIFORNIA 

Jacalitos  Field  (revision) ,  Apr.  IS,  1949.  4, 320 
<2)  COLORADA 

Maudlin  Gulch  Field,  Nov.  3,  1947 _ 1,  760 

(S)  NFW  ICEXICO 

Watkins  Field,  Mar.  16,  1950 .  160 

Thomas  B.  Nolan, 
Acting  Director. 

(P.  R.  Doc.  60-3503;  Piled,  Apr.  25,  1950; 
8:46  a.  m.]  ' 


FEDERAL  POWER  COMMiSsFoN 

I  Docket  Nos.  G-1248,  G-1267.  G-1277,  G-1290, 
<3-1306,  G-1311,  G-13S6) 

Tennessee  Gas  Transmission  Co.  et  al. 

notice  of  order  GRANTING  MOTION  TO 
SEVER  PROCEEDINGS,  PERMITTING  WITH¬ 
DRAWAL  OF  INTERVENTIONS  IN  DOCYCET 
NO.  G-1248,  and  POSTPONING  DATE  OF 
HE.ARIXG 

April  21, 1950. 

In  the  matters  of  Tennessee  Gas 
Transmission  Company,  Docket  No.  G- 
1248;  Northeastern  Gas  Transmission 
Company,  Docket  No.  G-1267;  Trans¬ 
continental  Gas  Pipe  Line  Corporation, 
Docket  No.  G-1277;  New  York  State 
Natural  Gas  Corporation,  Docket  No. 
G-1306;  Tennessee  Gas  Transmission 
Company,  Docket  No.  G-1290;  Niagara 
Mohawk  Power  Corporation,  Docket  No. 
G-1311;  East  Tennessee  Natural  Gas 
Company,  Docket  No.  G-1336. 

Notice  is  hei-eby  given  that,  on  April 
12.  1950,  the  Federal  Power  Ckimmission 
issued  its  order  entei*ed  April  11,  1950, 
in  the  above-designated  matters,  grant¬ 
ing  motion  to  sever  East  Tennessee 
Natural  Gas  Company  from  the  consoli¬ 
dated  proceedings;  permitting  with¬ 
drawal  of  Interventions  in  Docket  No. 
G-1248,  and  postponing  without  date  the 
hearing  upon  the  application  of  East 
Tennessee  Natural  Gas  Company. 

[SEAL]  Leon  M.  Puquay, 

Secretary. 

IF.  R.  Doc.  60-3516;  Piled,  Apr.  23,  1950; 
8:48  a.  m.] 


I  Docket  No.  <3-1363) 

United  Gas  Pipe  Line  Co. 

NOTICE  OF  APPLICATION 

April  19,  1950. 

Take  notice  that  United  Gas  Pipe  Line 
Company  (Applicant),  a  Delaware  cor¬ 


poration.  of  1525  Fairfield  Avenue, 
Shi'eveport.  Louisiana,  filed  on  April  10, 
1950,  an  application  for  a  certificate  of 
public  convenience  and  necessity  pur¬ 
suant  to  section  7  of  the  Natural  Gas  Act, 
authorizing  the  construction  and  oper¬ 
ation  of  a  tap,  and  delivery  station  on 
Applicant’s  Mobile-Pensacola  main  gas 
transmission  line. 

Applicant  proposes,  by  means  of  said 
tap  and  delivery  station,  to  supply  the 
requirements  of  natural  gas  for  d^tri- 
bution  and  resale  in  the  City  of  Fairhope, 
Baldwin  County,  Alabama. 

The  estimate  cost  of  the  facilities 
proposed  to  be  constructed  is  $3,300 
which  will  be  financed  from  cash  on 
hand. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Com¬ 
mission,  Washington  25,  D.  C.,  in  accord¬ 
ance  with  the  rules  of  practice  and  proce¬ 
dure  (18  CFR  1.8  or  1.10)  on  or  before  the 
9th  day  of  May,  1950.  The  application 
Is  on  file  with  the  Commission  for  public 
inspection. 

[seal]  Leon  M.  Puquay. 

Secretary. 

[F.  R.  Doc.  60-3493;  Filed,  Apr.  25.  1950; 

8:45  a.  m.] 


(Docket  No.  G-1370] 

Central  Kentucky  Natural  Gas  Co. 

NOTICE  OF  APPUCATION 

April  19,  1950. 

Take  notice  that  Central  Kentucky 
Natui'al  Gas  Corporation  (Applicant),  a 
Kentucky  corporation,  address.  Charles¬ 
ton,  West  Virginia,  filed  on  April  13, 1950, 
an  application  for  a  certificate  of  public 
convenience  and  necessity  pursuant  to 
section  7  of  the  Natural  Gas  Act,  author¬ 
izing  the  installation  of  one  880  hp,  gas 
engine  driven  compressor  unit  at  Ap¬ 
plicant’s  North  Means,  Kentucky,  Com¬ 
pressor  Station,  and  the  construction 
and  operation  of  a  20-inch  loop  pipe  line 
extending  a  distance  of  approximately 
32  miles  northwestward  along  Appli¬ 
cants’  Line  E  from  North  Means,  Ken¬ 
tucky. 

Applicant  proposes  by  means  of  the 
aforesaid  facilities  to  increase  the  ca¬ 
pacity  of  its  existing  facilities  to  make 
deliveries  to  its  customers  in  the  North¬ 
ern  Division  of  Applicants’  System  from 
191,500  Mcf  of  natural  gas  per  day  to  an 
estimated  229,500  Mcf  per  day.  The  pro¬ 
posed  facilities  will  be  utilized  to  receive 
additional  volumes  of  natural  gas  from 
Tennessee  Gas  Transmission  Corpora¬ 
tion.  increasing  the  pressure  thereof,  and 
delivering  such  gas  to  wholesale  custo¬ 
mers  located  in  the  Cincinnati,  Ohio, 
market  area. 

The  estimate  cost  of  the  proposed  fa¬ 
cilities  is. $2,195,000.  It  is  proposed  to 
finance  the  facihties  by  the  issuance  and 
sale  by  Applicant  of  registered  3  *4  %  in¬ 
stallment  promissory  notes  to  its  parent 
company.  The  Columbia  Gas  System, 
Inc. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commi.s- 
sion,  Washington  25,  D.  C.,  in  accordance 
Rith  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  the  9th 
day  of  May  1950.  The  application  is  on 
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file  with  the  Commission  for  public 
inspection. 

[  SEAL  ]  Leon  M.  Fuquay, 

Secretary. 

IF.  R.  Doc.  50-3494;  Filed,  Apr.  25,  1950; 
8:45  a.  m.j 


[Docket  No.  IT-56561 

COMPANIA  Electrica  Matamoras,  S.  a. 
AND  Central  Power  and  Light  Co, 

NOTICE  of  application  FOR  AMENDMENT  OF 
AUTHORIZATION  TO  EXPORT  ELECTRIC 
ENERGY 

April  19,  1950. 

Notice  is  hereby  given  that  Compania 
Electrica  Matamoras,  S.  A.  of  Mata- 
I  moras,  Mexico,  and  Central  Power  and 
!  Light  Company  of  Corpus  Christi,  Texas, 

!  have  filed  joint  application  pursuant  to 
i  the  provisions  of  section  202  (e)  of  the 

I  Federal  Power  Act  (16  U.  S.  C.  824a  (e) ) 

I  for  amendment  of  the  authorization  pre- 

!  viously  granted  by  the  Commission  under 

said  act,  so  as  to  permit  an  increase  in 
the  transmission  of  electric  energy 
across  the  international  boundary. 
United  States  and  Mexico,  from  a  point 
near  Brownsville,  Texas,  to  a  point  near 
Matamoras,  Mexico,  in  quantities  up  to 
an  amount  of  30,000,000  kilowatt-hours 
per  year  at  a  rate  of  supply  not  to  exceed 
10,000  kilowatts.  The  present  trans¬ 
mission  Is  limited  to  18,000,000  kilowatt- 
hours  per  year  at  a  rate  not  in  excess 
of  6,000  kilowatts. 

Any  person  desiring  to  be  heard  or  to 
make  any  protest  with  reference  to  the 
said  application  should  on  or  before  May 
9, 1950,  file  with  the  Federal  Power  Com¬ 
mission,  Washington  25,  D.  C.,  a  petition 
or  protest  in  accordance  with  the  Com¬ 
mission’s  rules  of  practice  and  procedure. 
The  amended  application  is  on  file  with 
the  Commission  for  public  inspection. 

[SEAL]  Leon  M.  Fuquay, 

Secretary. 

[F.  R.  Doc.  50-3495:  Filed.  Apr.  25,  1950; 
8:45  a.  m.] 


[Docket  No.  G-1264] 

Grand  River  Gas  Transmission  Co. 
notice  of  amended  application 

April  19,  1950. 

Take  notice  that  Grand  River  Gas 
Transmission  Company  (Applicant),  an 
Ohio  corporation,  of  1956  Union  Com¬ 
merce  Building,  Cleveland,  Ohio,  filed  on 
April  18,  1950,  an  amended  application 
for  a  certificate  of  public  convenience 
and  necessity  pursuant  to  section  7  (c) 
of  the  Natural  Gas  Act,  authorizing  the 
construction  and  operation  of  certain 
natural-gas  transmission  pipe  line  facil¬ 
ities  hereinafter  described. 

Applicant  proposes  to  construct  ap¬ 
proximately  69.2  miles  of  10-inch  natu- 
lal-gas  traasmission  pipe  line,  extending 
from  a  proposed  interconnection  with 
the  Tennessee  Gas  Transmission  Com¬ 
pany’s  pipe  line  near  Meadville,  Penn¬ 
sylvania,  through  Austinburg  to  Fairport 
and  approximately  7.1  miles  of  8-inch 
pipeline  extending  from  Austinbui'g  to 
No.  80 - 9 


Ashtabula,  all  in  Ohio,  together  with  ap¬ 
purtenant  valves,  regulators,  metering 
houses  and  other  equipment. 

The  estimated  cost  of  the  facilities 
proposed  to  be  constructed  is  $1,750,000. 

Protests  or  petitions  to  intervene 
should  be  filed  wdth  the  Federal  Power 
Commission,  Washington  25,  D.  C.,  in 
accordance  with  the  rules  of  practice  and 
procedure  (18  CFR  1.8  or  1.10)  before 
the  9th  day  of  May  1950.  The  amended 
application  is  on  file  with  the  Commis¬ 
sion  for  public  inspection. 

[seal]  Leon  M.  Fuquay, 

Secretary. 

[F.  R.  Doc.  50-3496:  Filed,  Apr.  25,  1950; 

8.45  a.  m.] 


CIVIL  AERO^»AUTICS  BOARD 

[Docket  No.  2123  et  al.j 
Additional  Service  to  Puerto  Rico  Case 

NOTICE  OF  postponement  OF  ORAL 
ARGUMENT 

In  the  matter  of  a  complaint  by  the 
Government  and  people  of  Puerto  Rico 
relating  to  the  adequacy  of  air  service 
betw'een  the  United  States  and  Puerto 
Rico  and  applications  for  certificates 
and  amendments  of  certificates  of  pub¬ 
lic  convenience  and  necessity  under  sec¬ 
tion  401  of  the  Civil  Aeronautics  Act  of 
1938,  as  amended,  authorizing  the  es¬ 
tablishment  of  additional  air  transpor¬ 
tation  services,  and  requests  for  general 
or  special  exemption  orders  under  sec¬ 
tion  416  of  said  act  with  respect  to  the 
provision  of  air  services  between  the 
United  States  and  Puerto  Rico. 

Notice  is  hereby  given  pursuant  to  the 
Civil  Aeronautics  Act  of  1938,  as 
amended,  that  oral  argument  in  the 
above-entitled  proceeding  heretofore 
assigned  to  be  held  on  May  22,  1950,  is 
postponed  and  reassigned  to  be  heard  on 
June  12,  1950,  at  10:00  a.  m.  in  Room 
5042,  Commerce  Building,  Fourteenth 
Street  and  Constitution  Avenue  NW., 
Washington,  D,  C.,  before  the  Board. 

Dated  at  Washington,  D.  C.,  April  21, 
1950. 

By  the  Civil  Aeronautics  Board. 

[seal]  M.  C.  Mulligan, 

Secretary. 

[F.  R.  Doc.  50-3518:  Filed,  Apr.  25,  1950; 
8:48  a.  in.] 


INTERSTATE  COMMERCE 
COMMISSION 

[4th  Sec.  Application  25043] 

Scrap  Iron  From  the  South  to 
Greensburg,  Ind. 

APPLICATION  FOR  RELIEF 

April  21,  1950. 

The  Commission  Is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by:  R.  E.  Boyle,  Jr.,  Agent,  for 
and  on  behalf  of  carriers  parties  to  Agent 
C.  A.  Spaninger’s  tariff  I.  C.  C.  No.  950. 

Commodities  involved:  Scrap  iron  or 
steel,  carloads. 


Prom :  Points  in  the  south. 

To:  Greensburg,  Ind. 

Grounds  for  relief:  Circuitous  routes 
and  to  apply  over  short  tariff  routes  rates 
constructed  on  the  basis  of  the  short  line 
distance  formula. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73,  persons  other  than  ap¬ 
plicants  should  fairly  disclose  their 
interest,  and  the  position  they  intend  to 
take  at  the  hearing  wuth  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 
found  to  be  necessary  before  the  expira¬ 
tion  of  the  15-day  period,  a  hearing, 
upon  a  request  filed  within  that  period, 
may  be  held  subsequently. 

By  the  Commission,  Division  2. 

[seal]  ■  W.  P.  Bartel,“ 

Secretary. 

[F.  R.  Doc.  50-3508:  Filed.  Apr.  25,  1930: 

8:47  a.  m.j 


[4th  Sec.  Application  25049] 

Animal  Meat  From  Ohio  to  Florida 

APPLICATION  FOR  RELIEF 

April  21,  1950. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by:  B.  T.  Jones,  Agent,  for  and 
on  behalf  of  carriers  parties  to  his  tariff 
I.  C.  C.  No.  3912,  pursuant  to  fourth-sec¬ 
tion  order  No.  9800. 

Commodities  involved:  Animal  meat, 
including  horse  meat  suitable  for  animal 
consumption  only,  carloads. 

From:  Marion,  Ohio, 

To:  Points  in  Florida. 

Grounds  for  relief:  Circuitous  routes. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission.  Rule  73,  persons  other  than 
applicants  should  fairly  disclose  their 
interest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is  found 
to  be  necessary  before  the  expiration  of 
the  15-day  period,  a  hearing,  upon  a 
request  filed  within  that  period,  may  be 
held  subsequently. 

By  the  Commission,  Division  2. 

[seal]  W.  P.  Bartzl, 

Secretary. 

[F.  R.  Doc.  50-3509:  Filed,  Apr.  25,  1930; 

8:47  a.  m.] 
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NOTICES 


SECURITIES  AND  EXCHANGE 
COMMISSION 

(Pile  No.  812-666] 

Dodge  &  Cox  Fund 

NOTICE  or  APPLICATION 

At  a  regular  session  of  the  Securities 
and  Exchange  Comml.ssion  held  at  its 
oflBces  in  the  city  of  Washington,  D.  C., 
on  the  20th  day  of  April  A.  D.  1950. 

Notice  is  hereby  given  that  Dodge  &  - 
Cox  Fund,  a  registered  investment  com¬ 
pany,  has  filed  an  application  pursuant 
to  section  6  (c)  of  the  Investment  Com¬ 
pany  Act  of  1940  for  an  order  of  the  Com¬ 
mission  exempting  from  the  provisions 
of  section  22  (d)  of  the  act  an  offering 
of  shares  of  Dodge  &  Cox  Fund  at  a  price 
below  the  normal  offering  price  under 
the  circumstances  hereinafter  described. 

Dodge  &  Cox  Fund  was  organized  un¬ 
der  the  laws  of  the  State  of  California 
and  is  registered  under  the  act  as  a  di¬ 
versified,  management,  open-end  invest¬ 
ment  company.  The  public  offering  price 
of  its  shares  is  a  sum  equal  to  the  net  as¬ 
set  value  of  the  shares  plus  a  sales  load  of 
2%  of  the  offering  price  and  which  is  sub¬ 
ject  to  the  quantity  discounts  shown  in 
the  following  table  on  the  value  of  shares 
involved  in  a  particular  transaction. 


Issuance 

Aggregate  asset  value  fee  payable 

of  shares  sold :  ( percent ) 

Up  to  $25,000— . —  2 

$25,000  to  $75,000 _  1 

Above  $75,000 . None 


However,  if  a  purchaser  already  owns 
shares  of  Dodge  &  Cox  Fund,  the  value 
of  such  shares  is  added  to  the  value  of 
the  shares  about  to  be  purchased  and  the 
sales  load  applicable  to  the  shares  about 
to  be  purchased  is  calculated  according 
to  the  aggregate  value  of  all  shares.  This 
in  effect  affords  a  purchaser  who  al¬ 
ready  owns  shares  of  Dodge  &  Cox  Fund 
a  discount  from  the  normal  offering 
price,  if  the  added  value  of  the  shares 
already  owned  by  him  results  in  placing 
the  transaction  in  a  category  to  which 
a  low’er  sales  load  is  applicable. 

Section  22  (d)  of  the  act  which  is  ap¬ 
plicable  in  the  premises,  provides: 

No  registered  Investment  company  shall 
sell  any  redeemable  security  Issued  by  It 
to  any  person  except  either  to  or  through  a 
principal  underwriter  for  distribution  or  at 
a  current  public  offering  price  described  In 
the  prospectus,  and,  If  such  class  of  se¬ 
curity  Is  being  currently  offered  to  the  public 
by  or  through  an  underwriter,  no  principal 
underwriter  of  such  security  and  no  dealer 
shall  sell  any  such  security  to  any  person 
except  a  dealer,  a  principal  underwriter  or 
the  Issuer,  except  at  a  current  public  offer¬ 
ing  price  described  In  the  prospectus:  Pro¬ 
vided,  however.  That  nothing  In  this 
sub-section  shall  prevent  a  sale  made  (1) 
pursuant  to  an  offer  of  exchange  permitted 
by  section  11  hereof  including  any  offer 
made  pursuant  to  clause  (1)  or  (2)  of  sec¬ 
tion  11  (b);  (11)  pursuant  to  an  offer  made 
solely  to  all  registered  holders  of  the  se¬ 
curities  or  of  a  particular  class  or  series  of 
securities  issued  by  the  company  propor¬ 
tionate  to  their  holdings  or  proportionate 
to  any  cash  distribution  made  to  them  by 
the  company  (subject  to  appropriate  quali¬ 
fications  designed  solely  to  avoid  Issuance 
of  fractional  securities);  or  (ill)  In  accord¬ 
ance  with  rules  and  regulations  of  the 
Commission  made  pursuant  to  subsection 
(b)  of  section  12. 


It  would  appear  therefore  that  Hhe 
offering  of  shares  to  a  purchaser  who 
already  owns  shares  of  Dodge  &  Cox 
Fund,  in  the  manner  described  above, 
may  involve  an  offering  of  its  shares  be¬ 
low  the  normal  offering  price,  in  con¬ 
travention  of  the  provisions  of  section 
22  (d)  of  the  act.  Accordingly,  Dodge 
&  Cox  Fund  has  filed  the  instant  appli¬ 
cation  for  an  order  of  the  Commission 
exempting  such  method  of  calculating 
the  sales  load  from  said  provisions  of  the 
act.  • 

All  interested  persons  are  referred  to 
said  application  w’hich  is  on  file  in  the 
offices  of  the  Commission  for  a  detailed 
statement  of  the  proposed  transaction 
and  the  matters  of  fact  and  law  asserted. 

Notice  is  further  given  that  an  order 
granting  the  application  may  be  issued 
by  the  Commission  on  or  at  any  time 
after  April  28,  1950  unless  prior  thereto 
a  hearing  upon  the  application  is  or¬ 
dered  by  this  Commission,  as  provided 
in  Rule  N-5  of  the  rules  and  regulations 
promulgated  under  the  act.  Any  inter¬ 
ested  person  may  submit  to  the  Commis¬ 
sion  in  writing,  not  later  than  April  26, 
1950  at  5:30  p.  m.,  his  views  or  any  ad¬ 
ditional  facts  bearing  upon  the  applica¬ 
tion  or  the  desirability  of  a  hearing 
thereon,  or  a  request  to  the  Commission 
that  a  hearing  be  held  thereon.  Any 
such  communication  or  request  should 
state  briefly  the  nature  of  the  interest  of 
the  person  submitting  such  information 
or  requesting  a  hearing,  the  reasons  for 
such  request,  and  the  issue  of  fact  or  law 
raised  by  the  application  which  he  de¬ 
sires  to  controvert.  Any  such  communi¬ 
cation  or  request  should  be  addressed: 
Secretary,  Securities  and  Exchange  Com¬ 
mission,  425  Second  Street  NW.,  Wash¬ 
ington  25,  D.  C, 

By  the  Commission. 

[SEAL]  ORVAL  L.  DuBoIS, 

Secretary. 

[F.  R.  Etoc.  50-3501;  Piled,  Apr.  25,  1950; 

8:46  a.  m.j 


DEPARTMENT  OF  JUSTICE 

Office  of  Alien  Property 

Authority:  40  Stat.  411,  65  Stat.  839,  Pub. 
Laws  322,  671,  79th  Cong.,  60  Stat.  50,  925;  50 
U.  S,  C.  and  Supp.  App.  1,  616;  E.  O.  9193, 
July  6,  1942,  3  CFR,  Cum.  Supp.,  E.  O.  9567, 
June  8,  1945,  3  CFR.  1945  Supp.,  E.  O.  9788. 
Oct.  14,  1946,  11  F.  R.  11981. 

[Vesting  Order  14540] 

Elizabeth  Lude 

In  re:  Stock  owned  by  Elizabeth  Lude. 
D-28-12816-D-1. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Exec¬ 
utive  Order  9193,  as  amended,  and  Exec¬ 
utive  Order  9788,  and  pursuant  to  law, 
after  investigation,  it  is  hereby  found: 

1.  That  Elizabeth  Lude,  whose  last 
known  address  is  Gronau/Wuerttemberg, 
Rathausplatz,  Germany,  is  a  resident  of 
Germany  and  a  national  of  a  designated 
enemy  country  (Germany) ; 

2.  That  the  property  described  as  fol¬ 
lows:  Twenty  (20)  shares  of  $20.00  par 
value  capital  stock  of  the  National  City 
Bank  of  New  York,  55  Wall  Street,  New 
York,  New  York,  evidenced  by  a  certifi¬ 


cate  numbered  CO  111143,  registered  in 
the  name  of  Elizabeth  Lude,  together 
with  all  declared  and  unpaid  dividends 
thereon, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  de¬ 
liverable  to,  held  on  behalt  of,  or  on  ac¬ 
count  of,  or  owing  to,  or  which  is  evidence 
of  ownership  or  control  by,  the  aforesaid 
national  of  a  designated  enemy  country 
(Germany! ; 

and  it  is  hereby  determined: 

3.  That  to  the  extent  that  the  person 
named  in  subparagraph  1  hereof  is  not 
within  a  designated  enemy  country,  the 
national  interest  of  the  United  States 
requires  that  such  person  be  treated  as 
a  national  of  a  designated  enemy  coun¬ 
try  (Germany). 

All  determinations  and  all  action  re¬ 
quired  by  law.  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and,  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  property 
described  above,  to  be  held,  used,  admin¬ 
istered,  liquidated,  sold  or  otherwise  dealt 
w'ith  in  the  interest  of  and  for  the  benefit 
of  the  United  States. 

The  terms  “national”  and  “designated 
enemy  country”  as  used  herein  shall  have 
the  meanings  prescribed  in  section  10  of 
Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
April  7.  1950. 

For  the  Attorney  General. 

[SEAL]  Harold  I.  Baynton, 

Acting  Director, 
Office  of  Alien  Property. 

[F.  R.  Doc.  60-3520;  Filed,  Apr.  25,  1950; 

8:48  a.  m.] 


[Vesting  Order  14538] 

Ichiro  Kawasaki 

In  re:  Bank  account  and  bonds  owned 
by  Ichiro  Kawasaki,  also  known  as  I. 
Kawasaki.  F-39-1105-A-1,  F-39-1105- 
E-1. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Ex¬ 
ecutive  Order  9193,  as  amended,  and  Ex¬ 
ecutive  Order  9788,  and  pursuant  to  law, 
after  investigation,  it  is  hereby  found: 

1.  That  Ichiro  Kawasaki,  also  known 
as  I.  Kawasaki,  whose  last  known  ad¬ 
dress  is  40  Takaban-cho,  Meguro-Ku. 
Tokyo,  Japan,  is  a  resident  of  Japan  and 
a  national  of  a  designated  enemy  coun¬ 
try  (Japan) ; 

2.  That  the  property  described  as  fol¬ 
lows: 

a.  That  certain  debt  or  other  obliga¬ 
tion  owing  to  Ichiro  Kawasaki,  also 
known  as  I.  Kawasaki,  by  Wells  Fargo 
Bank  &  Union  Trust  Co.,  Market  at 
Montgomery  Streets,  San  Francisco  20, 
California,  arising  out  of  a  Savings  Ac¬ 
count,  account  number  10125,  entitled  I. 
Kaw'asaki,  maintained  at  the  aforesaid 
bank,  and  any  and  all  rights  to  demand, 
enforce  and  collect  the  same,  and 

b.  Those  certain  bonds  described  In 
Exhibit  A,  attached  hereto  and  by  refer¬ 
ence  made  a  part  hereof,  pre.sently  in  the 
custody  of  Wells  Fargo  Bank  &  Union 
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Trust  Co.,  Market  at  Montgomery 
Streets,  San  Francisco  20,  California,  in 
an  agency  account,  numbered  S  K 
8690X,  entitled  Ichiro  Kawasaki,  to¬ 
gether  with  any  and  all  rights  thereunder 
and  thereto, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  deliv¬ 
erable  to,  held  on  behalf  of  or  on  account 
of,  or  owing  to,  or  which  is  evidence  of 
ownership  or  control  by,  the  aforesaid 
national  of  a  designated  enemy  country 
^apan) ; 

and  it  is  hereby  determined : 

3.  That  to  the  extent  that  the  person 
named  in  subparagraph  1  hereof  is  not 
within  a  designated  enemy  country,  the 
national  interest  of  the  United  States  re¬ 
quires  that  such  person  be  treated  as  a 
national  of  a  designated  enemy  country 
(Japan). 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and,  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  above,  to  be  held,  used, 
administered,  liquidated,  sold  or  other¬ 
wise  dealt  with  in  the  interest  of  and 
for  the  benefit  of  the  United  States. 

The  terms  “national”  and  “designated 
enemy  country”  as  used  herein  shall  have 
the  meanings  prescribed  in  section  10 
of  Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
April  7.  1950. 

For  the  Attorney  General. 

[seal]  Harold  I.  Baynton, 

Acting  Director. 

Office  of  Alien  Property. 


Exhibit  A 


Description  of  issue 

Certificate  j 
No.  1 

Face 

value 

Great  Consolidated  Eelectric  | 

i 

M2289 . 

$1,000 

Power  Co.,  Ltd.,  7  percent  1st  i 
sinking  fund  gold,  series  A. 
Imperial  Government  of  Japan,  , 

74098 . 

1,000 

C’ti  percent  e.xternal  loan  of  1924 
sinking  fund  (dollar  i.ssue). 
Imperial  Government  of  Japan, 

40852 . 

1,000 

54  percent  external  loan  of 
1930  sinking  fund  gold. 

NipiKin  Electric  Power  Co..  Ltd., 

1.530 . 

1,000 

Ch  iiercent  first  mortgage  gold. 

.30S7 . 

1,000 

0217 . 

1,000 

2:«9 . 

1,000 

2277 . 

1,000 

The  Oriental  Development  Co., 

M6288 . 

1,000 

Ltd.,  0  percent  external  loan  30- 
ycar  gold  debemture. 

The  Oriental  Development  Co., 

M.3.T34 . 

1,001 

Ltd.,  54  iicrcent  external  loan 

1)104 . 

.500 

:'!t)-year  gold  debenture. 

Dion . 

500 

Shinvetsu  Electric  Power  Co., 

M  12.30 . 

1,000 

Ltd.,  04  lurcent  first  mortgage 

,  M7478 . 

1,000 

sinking  fund. 

Tokyo  Electric  Idght  Co.,  Ltd., 

i  091 . 

1,000 

0  iwreent  1st  mortgage  gold  dol¬ 
lar  series. 

Citv  of  Tokyo,  5  percent  loan  oi 

^  33171,32773.. 

!  £200 

1912,  sterling  issue. 

1 

CityofT(fkvo54  iK'rcent  external 

j  4320 . 

$1,000 

loan  of  1927  sinking  fund  gold. 

1 

IP.  R.  Doc.  50-3519;  Filed,  Apr.  25,  1950; 
8:48  a.  m.] 


[Vesting  Order  14542] 

Lilly  Mundt 

In  re:  Stock  owned  by  and  debts 
owing  to  Lilly  Mundt,  also  known  as 


Lilly  Mundt  nee  Odle.  F-28-30625-A-1. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Exec¬ 
utive  Order  9193,  as  amended,  and  Exec¬ 
utive  Order  9788,  and  pursuant  to  law, 
after  investigation,  it  is  hereby  found: 

1.  That  Lilly  Mundt,  also  knowm  as 
Lilly  Mundt  nee  Odle,  whose  last  known 
address  is  12  Steinsdorfstrasse,  Munich, 
Germany,  is  a  resident  of  Germany  and 
a  national  of  a  designated  enemy  coun¬ 
try  (Germany) ; 

2.  That  the  property  described  as 
follows: 

a.  Forty  (40)  shares  of  $10.00  par 
value  com.mon  capital  stock  of  National 
Biscuit  Company,  449  West  14th  Street, 
New  York  14,  New  York,  a  corporation 
organized  under  the  laws  of  the  State  of 
New  Jersey,  evidenced  by  certificate 
number  395049,  registered  in  the  name 
of  Rush  &  Co.,  and  presently  in  the  cus¬ 
tody  of  Swiss  American  Corporation,  30 
Pine  Street,  New  York,  New  York,  to¬ 
gether  with  all  declared  and  unpaid  divi¬ 
dends  thereon, 

b.  That  certain  debt  or  other  obliga¬ 
tion  of  Swiss  American  Corporation,  30 
Pine  Street,  New  York,  New  York,  in  the 
amount  of  $76.70  as  of  March  10,  1950, 
representing  a  portion  of  an  ordinary 
blocked  account  entitled.  Credit  Suisse, 
Zurich,  Special  A/C,  E.  M,  A.,  main¬ 
tained  at  the  aforesaid  Swiss  American 
Corporation,  30  Pine  Street,  New  York, 
New  York,  together  with  any  and  all  ac¬ 
cruals  thereto  and  any  and  alKrights  to 
demand,  enforce  and  collect  the  same, 
and 

c.  That  certain  debt  or  other  obliga¬ 
tion  of  Swiss  American  Corporation,  30 
Pine  Street,  New  York,  New  York,  in  the 
amount  of  $8,083.90,  as  of  March  10, 
1950,  representing  a  portion  of  a  Gen¬ 
eral  Ruling  No.  6  Account,  entitled 
Credit  Suisse,  Zurich,  Special  A/C  E. 
M.  A.,  maintained  at  the  aforesaid  Swiss 
American  Corporation,  30  Pine  Street, 
New  York,  New  York,  together  with  any 
and  all  accruals  thereto,  and  any  and  all 
rights  to  demand,  enforce  and  collect 
the  same, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  de¬ 
liverable  to,  held  on  behalf  of  or  on  ac¬ 
count  of,  or  owing  to,  or  which  is  evi¬ 
dence  of  ownership  or  control  by,  Lilly 
Mundt  also  known  as  Lilly  Mundt  nee 
Odle,  the  aforesaid  national  of  a  desig¬ 
nated  enemy  country  (Germany) ; 

and  it  is  hereby  determined: 

3.  That  to  the  extent  that  the  person 
named  in  subparagraph  1  hereof  is  not 
within  a  designated  enemy  country,  the 
national  interest  of  the  United  States  re¬ 
quires  that  such  person  be  treated  as  a 
national  of  a  designated  enemy  country 
(Germany). 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  above,  to  be  held,  used, 
administered,  liquidated,  sold  or  other¬ 
wise  dealt  with  in  the  interest  of  and  for 
the  benefit  of  the  United  States. 

The  terms  “national”  and  “designated 
enemy  country”  as  used  herein  shall  have 
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the  meanings  prescribed  in  section  10  of 
Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
April  7,  1950. 

For  the  Attorney  General. 

[seal]  Harold  I.  Baynton, 

Acting  Director, 
Office  of  Alien  Property. 

[F.  R.  Doc.  50-3521;  Filed,  Apr.  25,  1950; 
8:48  a.  m.] 


[Vesting  Order  14543] 

Mojiro  Ono 

In  re:  Cash  owned  by  Mojiro  Ono  also 
known  as  Shigejiro  Ono.  D-39-9701- 
E-2. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended,  Exec¬ 
utive  Order  9193,  as  amended,  and  Exec¬ 
utive  Order  9788,  and  pursuant  to  law, 
after  investigation,  it  is  hereby  found: 

1.  That  Mojiro  Ono  also  known  as 
Shigejiro  Ono,  whose  last  known  address 
is  Japan,  is  a  resident  of  Japan  and  a 
national  of  a  designated  enemy  country 
(Japan) ; 

2.  That  the  property  described  as  fol¬ 
lows:  Cash  in  the  sum  of  $251.32,  pres¬ 
ently  in  the  possession  of  the  Treasury 
Department  of  the  United  States  in  Trust 
Fund  Account,  Symbol  158915,  “Depos¬ 
its.  Funds  of  Civilian  Internees  and  Pris¬ 
oners  of  War,”  in  the  name  of  Mojiro 
Ono,  and  any  and  all  rights  to  demand, 
enforce  and  collect  the  same. 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  deliv¬ 
erable  to,  held  on  behalf  of  or  on  account 
of.  or  owing  to.  or  which  is  evidence  of 
ownership  or  control  by  Mojiro  Ono  also 
known  as  Shigejiro  Ono,  the  aforesaid 
national  of  a  designated  enemy  country 
(Japan) ; 

and  it  is  hereby  determined: 

3.  That  to  the  extent  that  the  person 
named  in  subparagraph  1  hereof  is  not 
within  a  designated  enemy  coimtry,  the 
national  interest  of  the  United  States 
requires  that  such  person  be  treated  as 
a  national  of  a  designated  enemy  country 
(Japan). 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate 
consultation  and  certification,  having 
been  made  and  taken,  and,  it  being 
deemed  necessary  in  the  national  inter¬ 
est. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  above,  to  be  held,  used, 
administered,  liquidated,  sold  or  other¬ 
wise  dealt  with  in  the  interest  of  and  for 
the  benefit  of  the  United  States. 

The  terms  “national”  and  “designated 
enemy  country”  as  used  herein  shall 
have  the  meanings  prescribed  in  section 
10  of  Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
April  7,  1950. 

For  the  Attorney  General. 

[seal]  Harold  I.  Baynton, 
Acting  Director, 
Office  of  Alien  Property. 

[F.  R.  Doc.  50-3522;  Filed.  Apr.  25,  1950; 
8:48  a.  m.] 


